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FOREWORD 
\ «  ^  «■  «  «  »  ■  ■ 

The  "Evaluation  of  Medicaid  Spend-Down"  Report  represents  the  find- 
ings of  a  research  project   (.Contract  number  SRS-74-58)   conducted  for  the 
Social  and  Rehabilitation  Service    of  the  Department  of  Health,  Educa- 
tion and  Welfare,     The  study  was  conducted,  and  the  report  written,  by 
members  of  Urban  Systems  Research  and  Engineering,   Inct,  Cambridge, 
Massachusetts . 

The  Spend-Down  project  was  directed  to  three  major  study  objectives 

e  To  analyze  the  implementation  and  administration 
of  the  spend-down  program  among  several  States; 

•  To  determine  various  characteristics  (socio- 
demographic,  economic,  behavioral  and  health 
care  utilization)  of  successful  and  unsuccess- 
ful spend-down  applicants  compared  to  other 
Medicaid  populations;  and 

®  To  estimate  the  spend-down  participation  rate, 
i.e.,  the  extent  to  which  the  potentially  eligible 
spend-down  population  is  actually  enrolled  in 
Medicaid.  . . 

To  meet  these  objectives  the  implementation  of  spend-down  was  analyzed 
in  five  State  Medicaid  programs  — >  Massachusetts,  North  Carolina,  Mary- 
land, Michigan  and  Utah.     Furthermore,  a  case  record  review,  personal 
survey,  and  compilation  of  Medicaid  claims  data  were  conducted  for  suc- 
cessful and  unsuccessful  spend-down  applicants,  as  well  as  control 
groups  of  medically  needy  and  categorically  needy  Medicaid  recipients 
in  the  first  three  of  the  study  States.    It  should  be  noted  that  the  re- 
cipient group  analyzed  did  not  include  long-term  care  recipients.  Fi- 
nally, a  computer  simulation  of  the  eligibility  process  was  developed 
for  one  State   (Massachusetts)   in  order  to  determine  the  spend-down  par- 
ticipation rate. 

Nine  report  volumes  have  been  developed  to  present  the  study  find- 
ings.    These  in  total  constitute  the  Final  Report  for  the  "Evaluation 
of  Medicaid  Spend-Down."    The  general  organization  of  the  Final  Report 
is: 

©  Volume  I  -  Executive  Summary  and  Overall  Evaluation  of 
Medicaid  Spend-Dov/n 


1 


©  Volume  IV 


©  Volume  II 


©  Volume  III 


Study  Analysis  for  Massachusetts 
r-  Study  Analysis  for  North.  Carolina 
Study  Analysis  for  Maryland 


e  Volume  VII 


o  Volume  V 


e  Volume  VI 


-  Study  Analysis  for  Michigan 

-  Study  Analysis  for  Utah 

y-  Survey  Data  Tabulations  ? —  Massachusetts, 
North  Carolina,  and  Maryland 


0  Volume  VIII 


-  Medicaid  Eligibility  and  Claims  Data  < — 
Massachusetts  and  North  Carolina 


©  Volume  IX 


-  Spend-Down  Participation  Rate 


Volume  I  summarizes  the  overall  study  findings.     Volumes  II  through 
VI  consist  primarily  of  case  studies,  while  VII  and  VIII  are  data  com- 
pilations.    Volume  IX  is  a  separate  report  describing  the  development 
and  results  of  the  simulation  model  for  determining  the  spend-down 
participation  rate. 
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1.0     INTRODUCTION  AND 

REVIEW  OF  APPROACH 


1.0     INTRODUCTION  AND  REVIEW  OF  ORIGINAL  APPROACH 


Since  the  spend-down  eligibility  process  allows  Medicaid  to 
cover  persons  whose  income  would  otherwise  exclude  them  from  eligi- 
bility, it  is  a  significant  dimension  to  the  Medicaid  program.  How- 
ever, few  states  keep  statistics  on  the  extent  to  which  spend-downers 
are  a  part  of  the  Medicaid  population.     Even  less  is  known  regarding 
the  extent  to  which  the  spend-down  approach  to  Medicaid  eligibility 
is  used  by  those  potentially  eligible. 

To  provide  for  a  better  understanding  of  the  degree  to  which 
spend-down  is  being  utilized,  part  of  the  Evaluation  of  Medicaid  Spend- 
down  Study   (Contract  No.  SRS  74-58)  has  been  directed  to  an  investi- 
gation of  spend-down  participation.     In  conjunction  with  an  analysis 
of  administrative  structures  for  implementing  spend-down  among  five 
states  and  a  recipient  survey  to  clarify  the  structure  and  relationship 
of  the  spend-down  program  to  Medicaid  as  a  whole,  the  third  objective 
of  the  spend-down  study  has  been  to  estimate  the  spend-down  participa- 
tion rate,  defined  as: 

Number  of  persons  actually 

Participation  rate  =    enrolled  in  spend-down  

Number  of  persons  potentially 
eligible  for  spend-down 

This  document   (Volume  IX  of  the  overall  Final  Report)  presents  the  find- 
ings for  the  so-called  "denominator  estimate"  effort. 

Although  it  is  relatively  simple  to  estimate  the  number  of  spend- 
down  recipients  actually  enrolled  in  Medicaid,  estimating  the  potentially 
eligible  spend-down  population,  or  the  denominator  of  the  participation 
rate,  is  a  much  more  difficult  task.     As  a  result,  the  main  emphasis  in 
this  report  is  the  denominator  estimate. 

Since  Medicaid  eligibility  requirements  vary  somewhat  among  states, 
the  denominator  estimate  effort  has  been  limited  to  one  state  —  Massa- 
chusetts.    The  original  intention  was  only  to  look  at  spend-down  parti- 
cipation per  se;  however,  USR&E  went  far  beyond  the  estimation  of  a 
single  number  representing  the  number  of  potentially  eligible  spend- 
downers  in  Massachusetts.     The' data  we  obtained,  along  with  the  methodology 
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employed,  allowed  us  to  estimate  the  number  of  persons  potentially 
eligible  for  all  eight  major  types  of  Medicaid  eligibility  in  the 
state  including: 

e     SSI  -  Cash :     aged  and  disabled  persons  eligible 

for  Medicaid  as  a  result  of  their  eligibility  for  cash 
assistance  under  the  Supplemental  Security  Income 
program; 

e    AFDC  Cash :     persons  eligible  for  Medicaid  as  a 
result  of  their  eligibility  for  cash  assistance 
under  the  Aid  to  Families  with  Dependent  Children 
program; 

©    MA-SSI :     aged  and  disabled  persons  eligible 

for  Medicaid,  but  whose  incomes  are  too  high  for 
cash  assistance  under  the  Supplemental  Security 
Income  program; 

•     MA- AFDC:     persons  eligible  for  Medicaid  who  would 
be  eligible  for  cash  assistance  under  the  Aid  to 
Families  with  Dependent  Children  program,  except  that 
their  incomes  are  too  high; 

©  MA- 21 :  persons  under  twenty-one  years  old  who  are  eli- 
gible for  Medicaid  but  are  not  eligible  for  cash  assis- 
tance ; 

©     MA-SSI  Spend-down:     aged  and  disabled  persons 

eligible  for  Medicaid  as  a  result  of  medical  expenses 
which  enable  them  to  reduce  their  available  income  to 
the  amount  allowed  for  medical  assistance  only; 

©     MA- AFDC  Spend-down :     persons  eligible  for  Medicaid  as 
a  result  of  medical  expenses  which  enable  them  to 
reduce  their  available  income  to  the  amount  allowed 
for  families  with  dependent  children  who  receive  medi- 
cal assistance  only; 

©    MA-21  Spend-down:     persons  under  twenty-one  years  of 
age  eligible  for  Medicaid  as  a  result  of  medical 
expenses  which  enable  them  to  reduce  their  available 
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income  to  the  amount  allowed  for  persons  under 
twenty-one  years  of  age  who  receive  medical  assis- 
tance only. 

It  should  be  noted  that  the  estimates  developed  do  not  include 
persons  in  long-term  care  facilities.     Although  a  spend-down  process 
does  apply  for  persons  in  long-term  care  facilities,  it  is  distinctly 
different  in  administration  and  applicability  and  therefore  was  not 
included  in  the  study  design."*" 

Although  the  actual  projections  for  the  various  types  of  Medi- 
caid eligibility  have  been  focused  on  one  state ,  the  overall  approach 
which  has  been  developed  should  be  useful  and  easily  adapted  for  any 
state.     The  most  significant  variable  to  the  estimates  is,  of  course, 
the  income  level  used  in  determining  the  different  types  of  eligibility. 

In  organizing  our  report  on  the  denominator  estimate  effort,  we 
have  attempted  to  thoroughly  review  the  numerous  steps  undertaken  in 
developing  the  participation  rate  methodology  since  this  has  been  a 
largely  developmental  effort.     In  this  first  chapter,  we  present  the 
conceptual  relationship  of  spend-down  to  the  other  Medicaid  eligibility 
approaches.     Next,  we  review  the  original  methodology  we  intended  to 
use  for  obtaining  the  denominator  estimate,  including  the  key  assump- 
tions in  that  approach.     This  chapter  concludes  with  a  discussion  of 
the  data  base  obtained  for  the  denominator  estimate  effort.     Chapter  2 
is  devoted  to  further  discussion  of  how  spend-down  eligibility  require- 
ments related  to  the  other  Medicaid  eligibility  procedures ,  a  perspec- 
tive which  we  found  more  critical  to  the  methodology  than  was  originally 
anticipated.     Chapter  3  presents  our  revised  methodology  for  obtaining 
the  spend-down  participation  rate ,  given  the  obstacles  we  faced  once 


All  persons  living  in  long-term  care  with  income  beyond  the  amount 
necessary  for  personal  needs  are  required  to  spend-down.     This  in- 
cludes persons  who  are  considered  to  be  categorically  needy,  since 
they  would  be  eligible  for  cash  assistance  if  they  were  not  in  the 
long-term  care  living  situation.     Consequently,  spending  down  in  a 
long-term  care  situation  is  a  function  of  income  and  can  apply  to 
both  categorically  and  medically  needy  recipients.     Spend-down  as 
covered  in  this  study  only  applies  to  a  subset  of  the  medically 
needy  population,  who  are  not  in  long  term  care. 
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we  began  the  data  manipulations.     The  actual  results  and  estimates  of 
the  potential  spend-down  population  in  Massachusetts  are  outlined  in 
Chapter  4,  as  well  as  our  overall  conclusions  regarding  this  approach 
to  analyzing  the  Medicaid  program. 

As  indicated  above ,  it  is  important  to  emphasize  that  USR&E  has 
viewed  this  effort  as  developmental.     The  figures  we  present  are  only 
rough  estimates.     A  variety  of  assumptions  have  been  made  to  simplify 
the  work.     Nonetheless,  we  believe  the  methodology  —  with  some  refine- 
ment —  can  be  of  considerable  use  in  Medicaid  policy  evaluation  and 
planning. 

1 . 1     The  Usual  View  of  Welfare  Programs 

The  way  spend-down  is  generally  viewed  may  be  illustrated  rel- 
atively simply.     Persons  who  are  deemed  categorically  related  (AFDC, 
aged,  blind  or  disabled)   can  qualify  for  Medicaid  coverage  through 
one  of  three  programs:     cash  assistance,  medical  assistance  only, 
or  medical  assistance  spend-down.     If  a  person's   (or  family  unit's) 
income  and  assets  are  low  enough,  that  person  may  qualify  for  cash 
assistance.     In  all  states  persons  on  AFDC  are  automatically  cov- 
ered by  Medicaid,  while  36  states,  including  Massachusetts,  also 
automatically  extend  Medicaid  coverage  to  SSI  recipients.     In  32 
states,  persons  with  income   (and/or  assets)   exceeding  the  cash  as- 
sistance level  may  qualify  for  medical  assistance  if  their  income 
and  assets  fall  below  a  state-determined  protected  income  level."*" 


According  to  45  CRF  Section  248.3,  a  state's  protected  income 
levels  for  medical  assistance  must  be,  as  a  minimum,  at  the  higher  of 
the  levels  of  the  payment  standards  generally  used  as  a  measure  of 
financial  eligibility  in  the  money  payment  programs.     For  three  person 
families,  the  protected  income  level  must  be,  as  a  minimum,  at  the  AFDC 
payment  standard.     For  individual  or  two  person  families,  the  protected 
income  level  must  be  at  the  higher  of  the  AFDC  payment  standard  or  the 
highest  adult  payment  standard  (SSI)   except  when  a  state  has  chosen  to 
use  its  January  1972  standard  for  adults.     (If  the  higher  standard  is 
over  133  1/3%  of  the  AFDC  standard,  133  1/3%  of  the  AFDC  payment  standard 
should  be  used,  since  this  is  the  maximum  level  for  Federal  financial 
participation.) 
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Finally,  persons  with  income  above  the  protected  income  or  medically 
needy  level  may  become  eligible  for  medical  assistance  by  "spending- 
down"  all  of  their  income  in  excess  of  the  protected  income  level  on 
medical  care.     After  spending-down  to  the  medically  needy  level,  all 
additional  medical  expenses  are  covered  by  Medicaid.     This  view  of  the 
interrelation  of  cash  assistance,  medical  assistance  and  spend-down 
can  be  easily  represented  as  shown  below.     Take ,  for  example,  an 
AFDC  family  of  four  consisting  of  a  mother  and  three  children  between 
the  ages  of  2  and  12  in  Massachusetts.     The  state  has  determined  in 
its  Medicaid  plan  that  4  member  AFDC  families  are  eligible  for  a  max- 
imum of  $365  a  month  in  cash  assistance,  while  the  medically  needy 
level  for  such  a  family  is  $440  a  month. 


Protected  Income  Level 
for  Medical  Assistance 


Payment  Standard 


MA-AFDC 
_^    „  I  $440  per  month 


$365  per  month 


AFDC  family 
of  four 


Thus,  it  would  seem  that  if  the  family's  AFDC  countable  income 
was  below  $365,  the  family  would  be  eligible  for  cash  assistance 
(and  thus  Medicaid) ;  if  the  family's  countable  income  was  below 
$440  but  exceeded  $365,  they  would  be  eligible  for  medical  assis- 
tance; and  if  their  income  exceeded  $440,  they  would  become  eligible 
for  Medicaid  if  they  spent  all  their  income  in  excess  of  $440  on 
medical  care,  i.e.,  if  they  would  spend-down. 

We  have  taken  the  time  to  describe  this  simple  example  for  two 
reasons.     First,  it  is  important  in  understanding  our  initial  ap- 
proach to  the  denominator  estimate.     Secondly,  we  will  point  out 
later  how  applying  the  eligibility  criteria  and  income  disregards 
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make  the  relationship  between  cash  assistance,  medical  assistance, 
and  spend-down  more  complicated  than  it  would  initially  appear. 


1.2     The  Original  Methodology 

The  original  denominator  estimate  methodology  (submitted  under 
separate  cover  in  July,  1975)  was  based  on  this  rather  simple  view 
of  the  interrelationships  among  the  welf are-Medicaid  programs.  In 
addition,  it  was  designed  with  the  expectation  that  no  single  data 
source  could  provide  all  the  needed  information  and  thus  a  variety 
of  data  sets  would  have  to  be  merged  in  some  sense.  Ironically, 
data  turned  out  to  be  less  of  a  problem  than  expected,  while  the 
Medicaid  eligibility  determination  process  turned  out  to  be  far  more 
complicated  in  practice  than  in  theory. 

Basically,  the  original  methodology  called  for  grouping  a  popu- 
lation into  a  set  of  n  mutually  exclusive  cells.     The  cells  were 
to  be  chosen  in  such  a  way  that  all  persons  of  a  given  income  with- 
in each  cell  faced  approximately  the  same  risk  of  incurring  a  parti- 
cular level  of  medical  expense  and  the  same  probability  of  being 
covered  by  a  particular  level  of  insurance.     Furthermore,  all  per- 
sons  (families)   in  the  cell  would  face  the  same  medically  needy 
levels,  i.e.,  have  the  same  protected  income  level  below  which  Medi- 
caid covers  all  expenses. 


all  those  population  characteristics  which  are  required  to  identify 
the  population  cells  and  which  affect  health  costs,  insurance  cover- 
age,  and  MA  level.  For  example,   a_  might  be  of  the  form: 


For  notational  purposes  we  will  use  the  vector  a  to  denote 


a 


1 


category  of  eligibility 


a  = 


a 


2 


number  of  family  members 


a 


3 


education  of  the  mother 


a 


A 


race 
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The  point  is  that  cx  represents  the  cell  structure  and  all  other  rele- 
vant variables  without  making  explicit  what  these  variables  are.  This 
allows  us  to  make  our  mathematical  discussion  quite  general  and  all- 
inclusive  without  unduly  complicating  it. 

The  probability  of  spending  down   (within  a  cell)  depends  on  four 
factors:     income,  assets,  medical  costs,  and  the  amount  of  insurance 
coverage.     For  the  time  being  we  will  ignore  the  asset  factor  and 
show  later  how  it  can  be  incorporated.     Let  us  use  the  following  no- 
tation : 

x    =  medical  costs  for  family  over  a  six  month  period 

y    =  net  income  of  family  over  six  month  period 

z    =  amount  of  medical  expenses  paid  for  by  insurance 
carried  by  family  ,  or  paid  by  other  sources 

y*  =  income  protection  level   (eligibility  level)   for  six 
month  period 

Note  that  all  of  these  variables,  but  particularly  y*,  will  be  differ- 
ent for  different  population  cells. 

Under  the  definitions  we  also  have  that: 

y-y*  .=  excess  income  for  population  cell  having  characteris- 
—      tics  a  .  . 

x-z    =  out-of-pocket  medical  expenses 

and: 

probability  of  spending 
down  for  a  population 
cell  having  character- 
istics cu 

To  compute  this  probability  we  need  to  know  the  distribution  functions 
for  x,  y,  and  z.     These  variables  depend  on  each  other  as  well  as  the 
cell  population  characteristics,  a.     Thus  we  require  a  joint  condi- 
tional distribution  function  of  the  form  f   (x,y,z|cx).     Given  this 
function,  we  can  compute  the  probability  of  a  spend-down  in  the  cell 
having  characteristics  ct_  through  equation   (3.1)   as  shown  below. 


}=  probability   (x-z   >  y-y*  la)  (3.1) 
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probability   (x-z  >  y-y*|ct) 

a  1  — 

probability   (y-x+z  <  y*|a)   •  (3.2) 

The  important  issues,  then,  are  to: 

(1)  estimate  the  function  f  (x,y,z|a_)   for  each  cx;  and 

(2)  compute  the  cumulative  distribution  in  equation  (3.2) 

.2.1  Estimating  the  Joint  Distribution  of  Income,  Medical  Expenses, 
and  Insurance  Coverage 

We  wish  to  estimate  the  joint  probability  density  function 

f   (x,y,z|oO   for  medical  expenses   (x) ,  income   (y) ,  and  medical  expenses  paid  by 

insurance  and  other  sources   (z) .     Using  the  rules  of  conditional  probabilities 

we  can  separate  the  joint  distribution  into  the  product  of  three  univariate 

conditional  distributions. 

f(x,y,z|oO  =    f   (z|x,y,a)    ■     f2 (x|y,a)    •    f3(y|a)  (3.3) 

The  underlying  assumptions  justifying  this  separation  are  that: 

(1)  the  medical  expenses  paid  by  other  sources  are  dependent  on 
medical  expenses,  income,  and  cell  characteristics; 

(2)  the  distribution  of  medical  expenses  is  dependent  on  income 
and  cell  characteristics,  but  not  explicitly  on  insurance 
coverage;  and 

(3)  the  distribution  of  income  is  dependent  on  cell  character- 
istics, but  not  on  medical  expenses  or  insurance  coverage. 


probability  of  spend-down 
in  cell  a 
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Using  equation  (3.3)  we  have: 


probability  of  spend-down  in  cell  a_  = 


1    -  /// 

y-x+z  >  y* 
—  a 


(y|a)  dxdydz 


(3.4) 


Of  course,  the  nature  of  the  individual  conditional  distribution 
functions  still  needs  to  be  determined,  but  since  these  are  univari- 
ate functions  the  task  is  more  manageable. 

Equation   (3.4)   can  be  further  structured  by  exploring  the  dis- 
tribution function  for  insurance  coverage,  i.e.,  f^   (z|x,y,oO.  There 
are  two  factors  of  interest:     whether  a  filing  unit  has  coverage  and 
what  is  the  nature  of  the  coverage.     Assume  that  there  are  N  types  of 
different  insurance  coverages  available   (these  coverages  include  private 
coverage)    and  let  q(n|x,y,a)    represent  the  probability  that  a  filing 
unit  having  characteristics  ex,  income  y,  and  medical  expenses  x,  has 
coverage  of  types  n,  n  =  1,2.... N.     In   short,  q(n|x,y,a_)  is  a 
discrete  probability  distribution  function. 

The  actual  amount  of  the  insurance  payment,  z,  is  deterministi- 
cally  related  to  the  type  of  coverage  and  the  medical  expense.  For 
example,  if  a  filing  unit  has  coverage  of  type  n  and  expenses  of 
amount  x,  then 


where  r(*)  is  the  functional  relation  between  medical  expenses  and 
payments  under  a  particular  coverage  type.  For  example,  n  =  1  may 
correspond  to  a  policy  of  a  $100   deductib2e  and  a  20%  copayment  rate. 


z  =  r(n,x) 
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In  that  instance 


z  = 


t 


0  for  x  <  $100 

0.80(x-100)   for  x  >  $10.0, 


In  any  case,  f     (z[x,y,cx)   can  be  written  as: 


q(n|x,y,a)    •  r(n,x) 


so  that  equation   (3.4)  becomes: 


probability  of  spend-down  in  cell  a  = 


1-// 


(3.5) 


1.2.2    Calculation  of  Spend-down  Probability 

To  actually  use  the  results  of  the  previous  section  we  require, 
at  a  minimum,  the  following  data: 

•  (1)  the  income  distribution  f (y|oO   for  each  population  cell  a; 

(2)  the  condition  distribution  of  medical  costs  f  (x|y,a)  for 
each  ex; 

(3)  the  conditional  insurance  coverage  distribution  q(n|x,y,a_) 
for  each  ot_;  and 

(4)  the  insurance  payment  relationship  r(n,x)   for  each  type  of 
insurance  coverage. 

Given  these  data,  we  could  in  principle  perform  the  double  integra- 
tion and  summation  over  the  region  indicated  by  equation  3.5.  Since 
the  distribution  functions  are  not  in  closed  form  and  the  domain  of 
integration  is  non-linear,  a  Monte  Carlo  approach  seems  more  appro- 
priate than  numerical  quadrature.     Essentially  we  choose  a  random 
sample  from  the  income  distribution  f(y|a).     For  each  income  in  our 
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sample,  we  randomly  select  a  corresponding  health  expense  level  from 
the  conditional  distribution  f(x|y,oO.     We  then  randomly  choose  n 
from  the  distribution  q(n|x,y,cO   and  calculate  z  =  r(x,n).     We  next 
obtain  the  value  of 

{y-Y*}  -  (x-r(x,n)}.  (3.6) 

a 


excess  income  out-of-pocket  expense 

If  this  quantity  is  positive,  the  filing  unit  is  not  eligible;  if 
it  is  negative,  the  unit  is  eligible.     By  repeating  this  sampling 
procedure  a  sufficient  number  of  times,  the  proportion  of  eligible 
units  can  be  found. 

One  point  worth  mentioning  is  that  the  income  distribution 
f(y|a_)   can  be  truncated  to  only  include  incomes  in  excess  of  y*. 
Persons  whose  income  is  less  than  y*  and  who  are  categorically  re- 
lated  are  automatically  eligible  for  Medicaid  without  spending-down . 


1.2.3    Adjusting  for  Assets 

So  far  we  have  ignored  the  issue  of  assets  in  simulating  the  eli- 
gibility process.     If  a  family's  liquid  assets,  a,  are  not  in  excess 
of  the  permissible  asset  level  a*,  there  is  no  eligibility  problem. 

If  a  >  a  ,  the  excess  assets   (a-a*)  must  also  be  spent-down.  Essen- 
ce a  * 

tially,  this  alters  the  spend-down  test  (expression  3.6)  to: 

{(y-y*)  +  (a-a*)}  -  {x-r(n,x)L  (3.7). 
a  a 

We  will  assume  that  assets  are  a  function  of  income  and  are  dis- 
tributed according  to  conditional  distribution    f(a|y).     Thus,  all 
that  is  required  in  our  Monte  Carlo  technique  is  to  sample  f(a|y) 
and  to  use  expression  3.7  for  the  eligibility  test. 
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1.2.4    Estimating  the  Eligible  Population 

Supposing  we  had  divided  our  population  into  I  cells  and  indexed 
them  with  the  subscript  i,  i=l,2,...,I.     Then  for  each  cell  we  would 
have  estimated  p.,  the  proportion  of  eligible  units  and  nu,  the  num- 
ber of  units  in  cell  i.     Also,  we  would  have  a  family  size  for 
each  cell.     Then  the  expected  number  of  persons  eligible  in  a  six 
month  period  would  be: 

I 

M  =  £    p.m. s . .  (3.8) 
i=l    1  1  1 

If  an  estimate  of  some  subset  of  the  eligible  population  is  desired, 
e.g.,  number  of  elderly  persons  eligible,  the  index  of  summation  in 
equation   3.8    would  be  constrained  to  those  cells  having  only  elderly 
persons . 

1.3     The  Data 

As  mentioned  earlier,  data  turned  out  to  be  more  plentiful  than 
expected.     We  obtained  through  Charles  Phelps  at  Rand  Corporation  a 
copy  of  a  tape  containing  all  the  person  records  from  the  1970  Health 
Use  and  Expenditure  Survey  conducted  by  the  Center  for  Health  Adminis- 
tration Studies  and  National  Opinion  Research  Center  at  the  University 
of  Chicago  (hereafter  referred  to  as  CHAS-NORC) .       The  survey  interviewed 
some  11,619  non-institutionalized  people  nationally  and  gathered  a  great 
deal  of  information  on  each  person's  total  health  expenditures  and  in- 
formation as  to  the  source  of  payment  for  that  care.     For  each  person  the 
total  expenditures  on  some  fourteen  types  of  health  care   (from  non-OB 
hospital  stays  to  non-prescription  drugs)   is  recorded.     Furthermore,  for 
each  type  of  expenditure,  data  is  broken  out  separately  showing  exactly 
how  much  was  paid  by  voluntary  insurance,  by  Medicare,  by  armed  forces 
dependent,  and  by  the  family's  own  accident  or  liability  insurance,  by 
public  aid,  Medicaid,  and  free  or  part-pay  clinic,  by  "other  payments" 
which  includes  V.A. ,  workman's  compensation,  etc.,  and  by  out-of-pocket 
payments.     In  addition,  the  tape  includes  a  wide  variety  of  socio-demo- 
graphic  characteristics  including  personal  and  household  income  (both 


DHEW  Contract  HSM  110-70-392.     This  should  not  be  confused  with  the 
National  Center  for  Health  Statistics  Health  Interview  Survey.  The 
survey  used  here  is  the  only  survey  which  collects  extensive  data  on 
individual  expenses  for  health  care. 
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earned  and  unearned),  age,  sex,  race,  marital  status,  education,  and 
residence   (rural  farm,  rural  non-farm,  large  SKSA  inner  city,  large 
SMSA  non-inner-city,  etc.).     Thus  we  had  income,  total  expenditures 
and  insurance  coverage  all  on  one  data  set.     According  to  our  old 
methodology  all  we  needed  to  do  was  group  persons  into  appropriate 
filing  units  and  see  if  out-of-pocket  expenses  exceeded  excess  income. 
If  expenses  did  exceed  excess  income,  the  filing  unit  was  a  spend-down 
case . 

Unfortunately,  the  tape  appeared  to  have  two  major  problems. 
First,  the  tape  had  no  data  on  assets.     Fortunately,  this  problem 
was  resolvable  by  estimating  assets  based  on  rent,  interest,  and 
dividend  income.     Second,  and  far  more  serious,  the  survey  was  con- 
ducted at  the  household  level.     Persons  were  classed  in  relationship 
to  the  head  of  the  household.     This  meant  that  each  person  was  listed 
as  being  either:     head;  spouse  of  head;  child  of  head,  including 
adopted,  foster  and  stepchildren;   son-  or  daughter-in-law  of  head; 
grandchildren  of  head;  sibling  or  sibling-in-law  of  head,  etc.  Pub- 
lic aid  in  this  country  is  distributed  on  a  family  basis  rather  than 
a  household  basis.     One  task  then  was  to  break  the  household  into 
families  as  best  as  possible. 

These  two  problems  involving  assets  and  household  composition 
were  not  insurmountable.  The  manner  in  which  they  were  handled  is 
discussed  in  Chapter  3  —  the  Revised  Methodology. 

The  remaining  task  seemed  only  to  be  breaking  people  into  cate- 
gories and  determining  whether  their  out-of-pocket  expenses  exceeded 
their  excess  income.     Unfortunately,  breaking  people  into  categories 
was  a  much  greater  problem  than  originally  anticipated.     Chapter  2 
which  follows  discusses  the  difficulties  involved  in  deciding  the 
category  in  which  a  family  should  be  placed. 
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2.0     A  MORE  COMPLETE  VIEW  OF  WELFARE  PROGRAMS 


The  "usual  view"  of  the  interrelationship  between  cash  assist- 
ance, medical  assistance  and  spend-down  as  described  earlier  in 
this  report  is  considerably  misleading.     First,  the  idea  that  a  family 
can  be  automatically  classified  into  a  single  category  is  incorrect. 
Second,  the  notion  that  the  medically  needy  protected  income  level  is 
higher  than  the  cash  assistance  level  is  frequently  in  error. 

Consider  first  the  problem  of  grouping  persons  or  families  into 
a  single  filing  category.     In  actuality  many  families  are  categorically 
eligible  for  more  than  one  filing  category,  and  the  filing  unit  may 
include  different  family  members  depending  on  whether  other  members 
are  eligible  for  some  other  program.     Particularly  troubling  are 
families  with  children  in  which  one  or  both  parents  are  categorically 
eligible  for  SSI.     Under  these  conditions  members  of  the  family  may 
be  classed  in  two  or  three  different  ways  depending  on  whether  or 
not  the  categorically  eligible  SSI  person  qualifies  for  some  SSI  re- 
lated program   (SSI  Cash,  MA-SSI,  MA-SSI  Spend-down) .     In  addition, 
families  with  one  or  more  children  under  18  and  one  or  more  children 
over  18  may  qualify  as  a  filing  unit  for  AFDC  (under  which  conditions 
the  children  over  18  are  not  considered  to  be  a  part  of  the  initial 
filing  unit)   or  as  a  filing  unit  for  MA-AFDC   (under  which  conditions 
the  children  over  18  are  included  in  the  filing  unit) . 

Take,  for  example,  a  family  of  five  living  in  Massachusetts 
and  consisting  of  a  disabled  male,  his  working  wife,  and  three 
children  aged  14,  16,  and  17.     Look  first  at  the  father.     He  may  re- 
ceive SSI  cash  assistance  if  the  sum  of  his  available  income  and  his 
wife's  deemed  income  falls  below  the  SSI  benefit  level.     If  he  fails 
to  pass  the  SSI  income  test  he  may  qualify  for  MA-SSI   (medical  as- 
sistance to  a  person  categorically  but  not  financially  eligible  for 
SSI) .     If  he  fails  to  pass  the  MA-SSI  income  test,  he  may  be  eligi- 
ble for  MA-SSI  spend-down.     If  the  father  gets  on  any  of  these  programs, 
his  wife  and  children  are  treated  as  a  separate  single  parent  AFDC  case 
eligible  for  AFDC  or  MA-AFDC  or  MA-AFDC  Spend-down.     In  effect,  the  fathe 
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does  not  exist  with  regard  to  these  eligibility  determinations.  How- 
ever, if  the  father  does  not  get  on  one  of  the  SSI-related  programs, 
the  father  and  mother  and  children  are  all  treated  as  an  AFDC  case  or 
MA-AFDC  or  MA-AFDC  Spend-down  case.     Thus  the  father  may  be  grouped 
alone  in  an  SSI  category,  or  with  his  wife  and  children  in  an  AFDC- 
related  category.     The  wife  and  children  may  be  grouped  alone  in  a 
separate  AFDC  category  or  in  an  AFDC  category  with  the  father. 

This  example  points  out  one  serious  error  in  simply  grouping  per- 
sons into  categories  and  applying  a  single  income  test.     The  family 
should  really  be  tested  for    each  possible  welfare  program — not  auto- 
matically lumped  into  a  single  box. 

The  second  error  with  the  usual  view  of  the  interrelationship 
between  the  cash  assistance,  medical  assistance,  and  spend-down  pro- 
grams involves  the  real  difference  in  the  income  levels  for  medical 
assistance  and  cash  assistance. 

It  is  generally  believed  that  except  in  a  few  SSI  categories  the 
medical  assistance  income  level  is  higher  than  the  cash  assistance  level. 
In  fact,  the  medical  assistance  level  often  falls  below  the  cash  level. 
The  problem  arises  because  AFDC  and  medical  assistance  can  use  different 
criteria  for  determining  countable  income.     There  is  not  a  problem  be- 
tween SSI  and  medical  assistance  in  terms  of  disregards.     SSI  subtracts 
$20  from  monthly  total  gross  income  and  $65  from  monthly  gross  earned 
income,  as  well  as  one-half  of  gross  earned  income  remaining  after  the 
other  deductions.     For  MA-SSI  cases  either  the  SSI  disregards  or  the 
state's  SSI  optional  supplement  disregard  rate  must  be  used  (whichever 
is  higher)   in  determining  eligibility. 

However,  AFDC  deducts  $30  plus  one-third  of  monthly  net  earned 
income  (gross  income  minus  work  expenses)  in  calculating  the  AFDC  pay- 
ment for  persons  currently  on  AFDC,  but  simply  uses  monthly  net  income 
without  the  $30  and  one-third  deductions  in  determining  initial  eligi- 
bility. Likewise,  in  calculating  MA-AFDC  eligibility,  monthly  net  in- 
come is  used,  with  no  earned  income  disregards  applied. 
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Obviously,  inequities  occur  with  active  AFDC  cases  having  earned 
income.     Consider  a  family  currently  on  AFDC — for  instance,  a  three 
person  family  of  a  mother  and  two  children  aged  7  and  12  residing  in 
Massachusetts.     The  benefit  level  for  this  three  person  AFDC  unit  is 
$299   (with  limited  special  needs) .     Suppose  that  the  mother  who  formerly 
had  no  income  gets  a  full  time  job.     She  may  earn  up  to  $476  in  monthly 
net  income  and  still  be  eligible  for  AFDC  cash  assistance  and  therefore 
for  Medicaid.     But  if  she  earns  $477  the  family  loses  eligibility 
for  AFDC.     The  medical  assistance  level  for  this  family  is  $390. 
To  become  eligible  for  Medicaid  the  family  must  either  reduce  its  in- 
come to  $390  or  less  or  spend  down  $87  per  month.     To  get  back  on 
AFDC  the  mother  must  have  net  monthly  income  of  $299  or  less  because 
the  AFDC  work  incentive  disregards  do  not  apply  in  determining  initial 
eligibility  for  AFDC. 

For  AFDC  families  in  Massachusetts,  most  families  currently  re- 
ceiving AFDC  cash  assistance  face  a  negative  income  band  between  the 
maximum  allowable  income  for  cash  benefits  and  that  for  medical  as- 
sistance because  of  the  earned  income  disregard.     Families  not  cur- 
rently on  AFDC  always  experience  a  positive  band.     Currently  the  only 
adjustment  for  this  disparity  is  that  AFDC  recipients  continue  to  be 
eligible  for  Medicaid  for  four  months  after  their  AFDC  eligibility 
has  expired  if  they  become  ineligible  as  a  result  of  increased  income 
and/or  hours  of  employment. 

Although  this  discussion  may  seem  somewhat  peripheral  to  the 
estimation  of  the  spend-down  participation  rate,  it  has  been  included 
to  demonstrate  the  great  difficulties  involved  in  determining  a  family 
or  household's  Medicaid  eligibility.     Without  a  clear  understanding 
of  how  the  cash  assistance  and  medical  assistance  programs  relate 
(or   fail  to  relate) ,   any  attempt  to  discern  the  potentially  eli- 
gible Medicaid  population  by  eligibility  type  is  bound  to  be  inaccurate. 
Chapter  3  which  follows  presents  the  revised  methodology  which  was  de- 
veloped to  more  precisely  estimate  the  various  populations  with  poten- 
tial eligibility  for  Medicaid. 
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3.0     TEE  REVISED  METHODOLOGY 


3.0     THE  REVISED  METHODOLOGY 


The  factors  cited  in  the  previous  chapter  have  serious  implica- 
tions for  the  original  methodology.     First,  since  the  same  family 
may  be  grouped  into  several  different  types  of  filing  units  depend- 
ing on  whether  or  not  some  family  members  succeed  in  getting  into 
particular  programs,  we  cannot  simply  group  people  into  a  single 
category  and  see  if  out  of  pocket  health  care  expenditures  exceed 
excess  income.     Families  really  should  be  tested  for  each  possible 
program  for  which  they  are  categorically  eligible.     Second,  since 
the  effective  cash  level  is  at  times  above  the  medical  assistance 
level,  in  effect  one  must  determine  that  a  family  is  not  eligible 
for  any  other  program  before  one  can  test  for  spend-down  eligibility. 
In  light  of  these  problems  we  were  forced  to  revise  our  original 
methodology . 

To  utilize  the  CHAS-NORC  data  base  we  had  to  develop  an  approach 
to  dividing  the  households  into  family  or  filing  units.     Next  we  had 
to  devise  a  method  for  treating  unearned  income  reported  in  the  data. 
We  also  had  to  adjust  the  data  base  from  1970  to  1974. 

With  these  issues  resolved,  the  various  eligibility  procedures 
for  the  Massachusetts  Welf are/Medicaid  system  had  to  be  precisely 
identified  so  we  could  simulate  them  through  a  computer  model,  and 
thus  isolate  the  potential  spend-down  population. 

Each  of  these  steps  is  discussed  in  the  following  sections.  The 
chapter  concludes  with  a  discussion  of  problems  that  we  were  not  able 
to  completely  resolve  with  the  data  base  and  our  simulation  approach. 

3 . 1     Family  Grouping 

The  first  task  was  to  take  the  1970  Health  Use  and  Expenditure 
Survey   (CHAS-NORC)   and  break  the  households  into  potential  filing 
units.     Generally  this  involved  the  creation  of  "families."  Persons 
in  each  household  were  listed  on  the  tape  as  being  either: 
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-head 

-spouse  of  head 

-child  of  head,  including  adopted,  foster,  stepchildren 

-son-  or  daughter-in-law  of  head 

-grandchildren  of  head 

-sibling  or  sibling-of-law  of  head 

-parent  of  head  or  parent-in-law 

-uncle  or  aunt  of  head  or  head's  spouse 

-niece  or  nephew  of  head  or  head's  spouse 

-grandparent  of  head  or  head's  spouse 

-other  relative  of  head 

We  had  to  use  this  information  to  class  people  into  families. 

Each  new  "family"  was  assigned  a  head  and  was  sometimes  assigned 
a  spouse  and/or  children.     The  person  classified  as  head  of  house- 
hold on  the  survey  tape  was  automatically  assigned  as  head  of  the 
first  family.     The  spouse  of  head  was  of  course  classified  as  a 
spouse  in  the  first  family.     Next  we  tried  to  assign  to  each  person 
whose  marital  status  was  listed  as  "married"  an  appropriate  spouse 
from  within  the  household.     In  the  case  of  married  children  of  the 
head  our  computer  routine     looked  for  an  in-law  of  the  head  of  the 
opposite  sex.     If  such  a  person  was  found  in  the  household,  the  two 
were  grouped  as  a  separate  family.     For  all  other  persons  listed  as 
married  (other  than  head  or  spouse  of  head)   the  routine  searched  for 
someone  of  the  opposite  sex  with  a  similar  relationship  to  the  head 
whose  marital  status  was  also  listed  as  married.     Thus,  a  married 
female  sibling  or  sibling  in-law  of  head  would  be  "married"  to  a 
married  male  sibling  or  sibling  in-law  of  head  and  these  two  would 
become  a  separate  family.     Each  person  listed  as  married  for  whom 
no  spouse  was  found  was  made  head  of  a  separate  family. 

Persons  over  21  not  married  and  with  no  children  are  only  poten- 
tially eligible  to  file  for  SSI   (if  aged,  blind  or  disabled)   and  must 
file  as  a  single  person  filing  unit.     For  this  reason  each  unmarried 
person  over  21  was  designated  as  head  of  a  separate  family.  All 
persons  unmarried  under  21  other  than  grandchildren  or  nieces  and 


18 


I 


nephews  were  grouped  as  children  of  the    first  family.  Grandchildren 
of  the  head  were  assigned  as  children  to  families  according  to  the 
following  hierarchy: 

1.  To  a  married  child  of  head  who  has  been  paired  with  a 
married  in  law  of  head  of  opposite  sex. 

2.  To  a  female  in  law  of  head  for  whom  no  husband  was  found. 

3.  To  a  male  in  law  of  head  for  whom  no  wife  was  found. 

4.  To  a  married  female  child  of  head  for  whom  no  husband 
was  found . 

5.  To  a  once  married   (separated,  divorced,  widowed)  female 
child  of  head  over  21. 

6.  To  a  once  married  female  child  of  head  under  21. 

7.  To  a  married  male  child  of  head  for  whom  no  wife 
was  found. 

8.  To  a  once  married  male  child  of  head  over  21. 

9.  To  a  once  married  male  child  of  head  under  21. 

10.  To  a  never  married  female  child  of  head  over  21. 

11.  To  the  oldest  never  married  female  child  of  head  under 
21  but  over  15. 

12.  To  head. 

All  grandchildren  were  assigned  to  the  same  family   (person) . 
In  cases  where  grandchildren  were  assigned  to  a  child  of  head  under 
21,  the  child  was  withdrawn  from  the    first  family  and  the  child  and 
grandchild  became  a  separate  "family." 

The  particular  order  chosen  is  based  only  on  our  perception 
of  the  family  structure  in  this  country.     It  was  felt  that  an  in-law 
was  not  likely  to  live  in  his/her  spouse's  parents'   home  unless 
he/she  had  a  child.     Potential  parents   (children  of  head)   are  grouped 
into  over  21  and  under  21  categories  because  over  21 's  have  been 
treated  as  a  separate  family  whereas  under  21 's  have  been  left  in 
the  head  family.     They  are,  as  far  as  the  routine  is  concerned, 
two  different  types  of  people. 
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Nieces  and  nephews  were  assigned  in  exactly  the  same  way  to 
siblings  and  siblings-in-law  of  head,  except  that  no  distinction 
was  made  between  siblings  and  siblings-in-law  since  both  are  clas- 
sified in  the  same  category  on  the  original  tape   (sibling  and  sib- 
ling-in-law  of  head) . 

3. 2    Treatment  of  Unearned  Income 

The  1970  CHAS-NORC  Survey  provides  the  total  amount  of  earned 
income  and  the  total  amount  of  unearned  income  for  each  person.  In 
addition  it  provides  a  checklist  as  to  the  sources  of  unearned  in- 
come.    Possible  sources  are:     interest  and  dividends,  rent,  Social 
Security- retirement ,  Social  Security-disability,  Social  Security- 
survivors,  private  pension,  friends  and  relatives,  alimony  and  child 
support,  Armed  Forces  allotment,  Unemployment  Compensation,  Workman's 
Compensation,  public  aid   (welfare),  Veteran's  Administration,  other. 
The  problem  is  that  this  tape  merely  tells  whether  or  not  part  or 
all  of  the  total  unearned  income  was  received  from  these  sources. 
We  were  particularly  interested  in  the  amount  of  money  received  from 
welfare  and  public  assistance  and  money  from  rent,  interest,  and 
dividends.     The  former  amount   (welfare)   is  important  in  that  it  must 
be  subtracted  from  total  unearned  income  in  determining  potential 
eligibility  for  any  welfare  program.     Rent,  interest,  and  dividend 
income  is  used  in  imputing  assets  during  eligibility  simulations. 
There  is  no  problem  when  there  is  only  one  unearned  income  source 
since  all  unearned  income  may  be  attributed  to  that  source.     In  cases 
where  there  are  several  sources,  it  is  difficult  to  know  how  much 
income  to  assign  to  each  source.     After  several  attempts  at  more 
sophisticated  allocation,  we  finally  decided  to  simply  divide  the 
total  unearned  income  by  the  number  of  sources  and  attribute  that 
amount  to  each  source . 
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3.3    Adjusting  the  Data  Base  for  1974 


The  CHAS-NORC  survey  contained  data  for  1970,  while  we  sought 
estimates  for  1974.     We  decided  to  forego  any  really  sophisticated 
adjustment  methods  and  simply  use  an  indexing  approach.  Adjust- 
ments were  made  for  population  growth,  increases  in  personal  income 
and  increased  cost  for  health  care  services. 

3.3.1  Population  Size 

The  total  sample  included  11,619  non-institutionalized  persons. 
The  weighted  total  population  was  56,820.''"     In  1970  the  total  non- 
institutionalized  population  in  the  United  States  was  approximately 
2 

203,188,000.       There  is  little  information  available  on  the  growth 

of  the  total  non-institutionalized  population  in  1974,  but  the  total 

3 

population  increased  by  about  3.9%.       Multiplying  203,188,000  by 
1.039  yields  an  estimated  population  of  211,112,000.     Thus  we  mul- 
tiplied our  original  weights  by  3.715  to  get  a  weighted  sample  of 
the  entire  United  States . 

Approximately  47  unweighted  records  were  rejected  due  to  miss- 
ing information,  no  head  of  household,  etc.     This  meant  our  total 
weighted  sample  was  about  210,200,000  or  about   0.5%  low. 

3.3.2  Income 

Data  on  personal  income  was  also  adjusted  for  1974  on  a  per 

capita  basis.     Wage  and  salary  income  in  1970  was  about  $542.0  bil- 

4 

lion.     In  1974  the  comparable  figure  was  $751.1  billion.       On  a  per 

^.The  Center  for  Health  Administration  weighted  the  sample  to  repre- 
sent a  random  national  sample  of  non-institutionalized  persons.  When 
the  weights  were  applied,  the  total  numbers  of  persons  summed  to  56,820. 

2 

1970  Census  of  Population. 

3 

1974  Current  Population  Survey. 

4 

Economic  Report  of  the  President,  1975,  Table  C-19. 
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capita  basis,  the  figure  was  $2667.48  for  1970,  and  $3547.22  for 
1974.     Thus,  a  multiple  of  1.330  per  person  was  used  with  the  sur- 
vey data  to  adjust  for  the  increases  in  earned  income  since  1974. 

Non-wage  and  salary  personal  income  in  1970  was  $266.3  billion 
for  the  total  population  and  $399.3  billion  in  1974.     On  a  per  cap- 
ita basis,  this  was  $1310.61  in  1970  and  $1885.80  in  1974.  Thus 
our  multiplier  for  unearned  income  was  1.439. 

It  should  be  noted  that  due  to  the  change  in  population  from 
1970  to  1974 ,  the  per  capita  income  did  not  increase  as  much  as  it 
would  appear  from  the  total  figures. 

3.3.3    Health  Expenditures 

In  adjusting  the  expenditures  on  health  care  there  were  two 
possible  alternatives.     One  might  correct  only  for  change  in  prices, 
or  one  might  correct  for  the  change  in  total  expenditures   (due  both  to 
increased  utilization  and  increased  prices) .     We  chose  only  to  correct 
for  price  changes  for  two  reasons.     First,  it  is  unclear  whether  in- 
creased total  utilization  of  a  particular  type  of  service  implies  in- 
creased utilization  by  persons  formerly  making  expenditures  or  whether 
it  implies  new  utilization  by  persons  formerly  not  spending  money  on 
that  service.     Second,  price  index  data  was  readily  available  —  the 
Bureau  of  Labor  Statistics  puts  out  indices  for  over  20  types  of  care. 

We  used  the  July  1974  summary  of  the  BLS  statistics  put  out 
by  the  Social  Security  Administration  to  adjust  the  care  costs  as 
follows : 

Hospital  -  non-OB  -  1.365 

Hospital  -  OB  -  1.365 

Hospital  -  Out  patient  -  1.365 

MD  Surgery  in  hospital  -  1.196 

MD  Surgery  not  in  hospital  -  1.217 
MD  seen  in  hospital  -  1.238 

MD  seen  in  office  -  1.257 

MD  seen  in  home  -  1.235 

MD  seen  for  eye  care  -  1.225 
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MD  seen  for  OB 


1.213 


Prescription  drugs 


1.098 


Non-prescription  drugs 


1.098 


Non-medical  practitioner 


1.194 


Other 


1.194 


Dental  work 


1.220 


No  other  adjustments  were  made  in  performing  the  calculations. 
3.4    Simulating  the  Medicaid  Eligibility  System 

The  facts  presented  in  the  previous  chapter  make  it  clear  that 
in  order  to  determine  the  potential  number  of  spend-downers  in  a  re- 
gion it  is  necessary  to  simulate  the  entire  SSI-AFDC-Medical  Assis- 
tance system.     In  order  to  determine  if  a  person  is  a  potential 
spend-downer ,  one  must  first  see  if  the  person  might  not  qualify 
as  a  cash  or  medical  assistance  only  recipient  without  having  to 
spend  down.     Doing  such  a  simulation  is  a  major  undertaking.  Eli- 
gibility rules  and  procedures  are  often  unclear  and  at  times  are 
differentially  implemented  within  a  state. 

To  accurately  depict  the  process,  we  spent  a  great  deal  of  time 
trying  to  understand  all  the  important  details  of  the  Massachusetts 
welfare  system.     Unfortunately  we  got  many  conflicting  answers  to 
our  questions  and  as  one  state  official  put  it,   "I  don't  think  any- 
one can  answer  a  detailed  question  about  Medicaid."     But  after  under- 
taking a  detailed  review  of  the  Massachusetts  welfare  manual  and  dis- 
cussing problem  areas  with  agency  staff,  we  think  we  have  adequately 
depicted  the  eligibility  rules  in  this  state.     Discussed  below  are 
the  general  rules  and  procedures  utilized  in  our  eligibility  deter- 
mination simulation  for  Massachusetts. 

3.4.1    Eligibility  Income  Levels 

Exhibit   1,  following  this  page,  depicts  the  Medicaid  eligibility 
levels  in  place  in  the  fall  of  1974. 1     The  medical  assistance  standards 


Incidentally,  the  protected  income  levels  for  adult  cases  were  not  in 
compliance  with  Federal  regulations  at  this  point. 


I 

I 
I 
I 
I 
I 
I 
I 


EXHIBIT  1 


Income  in 

Dollars/ 

Month 


§  900 


PAYMENT  STANDARDS  AND  MEDICALLY  NEEDY  STANDARDS:  MASSACHUSETTS, 

July,  1974 


amily 
ize 
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were  used  in  the  simulation  as  depicted.     However,  an  average  level 
across  the  three  categories  was  used  for  SSI  cash  assistance,  and  income 
levels  used  for  AFDC  cases  in  the  model  are  a  little  lower  than  those 
shown  in  Exhibit  1  since  the  payment  standard  there  represents  the 
maximum  amount  which  an  AFDC  recipient  could  be  paid. 

Instead,  for  AFDC  cash  eligibility,  we  used  the  standard  allow- 
ance for  basic  needs  from  the  simplified  Assistance  Table  for  AFDC. 
Monies  for  rental  exceptions   (although  utilized  in  Massachusetts) 
were  not  included  in  our  calculations  since  we  did  not  know  the 
household  rent.     However,  we  did  add  two  types  of  special  need 
items  for  AFDC  cases  —  the  quarterly  grant   (which  the  state  uses 
as  a  fair  averaging  approach  for  special  needs)   and  allowances  for 
case  members  of  certain  ages.     Exhibit  2,  following  this  page,  shows 
the  cash  assistance  levels  used  for  AFDC,  SSI,  and  Medical  Assistance. 

3.4.2  Disregards 

For  SSI-related  cases  in  Massachusetts,  the  same  income  disre- 
gards are  used  for  both  cash   (SSI)   and  medical  assistance  only  cases 
(MA-SSI  and  MA-SSI  Spend-down) .     Also,  for  SSI,  the  same  disregards 
apply  for  both  applicants  and  recipients.     Basically,  the  SSI  dis- 
regards used  and  included  in  our  model  are  as  follows : 

©    Subtract  $20  from  monthly  gross  income"'"  (taken 
from  unearned  income  first) ; 

c     Subtract  $65  from  remaining  monthly  gross  earned 
income ;  and 

©    Reduce  remaining  monthly  earned  income  by  one-half. 

For  AFDC-related  cases,  there  are  some  differences  in  the  dis- 
regards utilized  for  applicants  and  recipients,  as  well  as  between 
cash  assistance  and  medical  assistance  only  eligibility.     For  AFDC 
cash  assistance  cases,  as  discussed  in  Chapter  2,   families  already 
eligible  are  given  certain  disregards  for  earned  income;  however, 
these  do  not  apply  for  applicants.     Since  our  data  base  did  not  allow 


Gross  income  includes  the  amount  deemed  from  a  spouse  or  parent  if 
applicable . 
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EXHIBIT  2 


ANNUAL  BENEFIT  LEVELS  USED  IN  PROGRAM 
(Based  on  Massachusetts) 


* 

AFDC 

** 

SSI 

MA 

Number  of 
Persons 

Living 
Alone 

Living  in 
Household 
of  Another 

Living 
Alone 

Living  in 
Household 
of  Another 

All 

Categories 

1 

$2311 

$1272 

$3156 

$2411 

$  2916 

2 

2779 

2052 

4821 

4821 

4080 

3 
4 

3223 
3669 

2496 
2942 

4680 
5280 

5 

4115 

3388 

5880 

6 

4561 

3837 

64  80 

7 

5005 

4278 

7080 

8 

5451 

4723 

7680 

y 

5897 

5170 

8280 

10 

6342 

5614 

8880 

li 

6787 

6060 

9480 

12 

7233 

6506 

10080 

13 

7679 

6952 

10680 

14 

8125 

7398 

11280 

15 

8570 

7844 

11880 

*Includes  quarterly  grant,  but  does  not  include  special  needs  payment  for 
children  or  other  adult.     These  were  added  to  a  case  as  appropriate 
according  to  the  following : 

Other  adult  $236.40 

Children 

Age  7  through  12  $180.00 
Age  13  through  20  $286.80 

**SSI  benefits  levels  vary  slightly  among  the  aged,  blind  and  disabled. 
We  used  an  average  level. 
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us  to  look  at  whether  earned  income  occurred  before  or  after  AFDC 
eligibility,  we  allowed  the  earned  income  disregards  for  all  cases 
attempting  AFDC  eligibility.     The  AFDC  cash  assistance  disregards 
for  eacned  income  were  on  a  monthly  basis: 

©    Subtract  payroll  tax; 

©    Subtract  $80   (used  as  average  amount  for  monthly 
work  expenses) ; 

©    Subtract  $30  from  earned  income;  and 

©    Reduce  earned  income  by  one-third. 

The  earned  income  disregards  are  not  allowed  at  all  for  either 
applicants  or  recipients  of  MA- AFDC  or  MA- 21   (including  the  spend- 
down  cases) .     The  only  earned  income  disregards  allowed  for  these 
groups  were  on  a  monthly  basis : 

©    Subtract  payroll  tax;  and 

•    Subtract  $80   (average  monthly  work  expenses) . 

3.4.3    Liquid  Asset  Levels 

SSI  cash  assistance  regulations  stipulate  that  on  individual  ap- 
plicant may  have  liquid  assets  of  $1,500;  a  couple  can  have  $2,250. 
Not  counted  in  this  level  are  homes,  household  furnishings,  and  cars, 
to  the  extent  that  they  are  of  reasonable  value.     For  AFDC  cash  assis- 
tance, Massachusetts  welfare  provisions  indicate  that  an  AFDC  family 
may  not  have  liquid  resources  of  more  than  $1,000,  regardless  of  family 
size.     For  all  other  types  of  medical  assistance  eligibility  in  Massa- 
chusetts  (MA-SSI,  MA-SSI  spend-down,  MA-AFDC,  MA-21,  MA-AFDC  spend-down, 
and  MA-21  spend-down),  an  individual  can  have  liquid  assets  of  $2,000, 
$3,000  for  two  persons,  and  $100  for  each  additional  dependent  member  of 
the  family. 

These  asset  levels  were  all  incorporated  into  our  model.     All  in- 
dividuals and  family  units  from  the  CHAS-NORC  survey  were  tested  through 
our  simulation  to  insure  that  their  assets  did  not  exceed  the  allowable 
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levels.     As  discussed  further  in  Section  3.5,  calculating  the  value 
of  assets  presented  some  problems,  but  was  accomplished  nevertheless. 
One  exception  should  be  noted.     An  assets  test  was  not  performed  for 
any  person  on  the  tape  who  was  an  active  welfare  recipient  since  it 
could  be  assumed  for  that  individual  that  the  assets  requirements 
had  already  been  satisfied. 

3.4.4     SSI  Deeming 

One  of  the  most  confusing  aspects  to  SSI  eligibility  is  the 
deeming  of  income  of  certain  family  members   (a  spouse  or  parent (s) ) 
as  available  to  meet  the  needs  of  the  SSI  applicant  or  recipient.  The 
same  deeming  procedures  are  to  be  used  in  determining  SSI  cash  assis- 
tance eligibility  and  MA-SSI  and  MA-SSI  Spend-down.     It  should  be  men- 
tioned, however,  that  in  our  case  study  of  the  administration  of  the 
Massachusetts  Medicaid  program  (See  Volume  II) ,  we  found  an  inconsis- 
tent use  of  the  deeming  procedures  in  determining  medical  assistance- 
only  eligibility. 

Nevertheless,  the  simulation  model  incorporates  the  basic  steps 
involved  in  SSI  deeming.     In  the  model  the  following  amounts  of  monthly 
income  can  be  retained  by  family  members  of  a  household  in  which  an  SSI 
recipient  lives: 

&    spouse  of  applicant/recipient^"  —  $73  a  month 
©    single  parent  of  applicant/recipient  —  $146  a  month 
©    two  parents  of  applicant/recipient  —  $219  a  month 
In  addition  to  the  amounts  shown  above,  spouses  or  parents  may 
retain  $65  a  month  of  earned  income.     All  other  income  must  be  deemed 
to  the  SSI  applicant  in  determining  initial  eligibility  and  benefits. 
Thus  a  spouse   (of  an  SSI  applicant/recipient)  earning  $150  a  month 
deems  only  $150-$73-$64  =  $12,  whereas  a  spouse  receiving  $150  in  un- 
earned income  deems  $150  -  $73  =  $97. 


If  an  individual  is  both  the  spouse  of  an  SSI  applicant  and  the 
parent  of  another  SSI  applicant,  the  set-aside  for  a  spouse  is  used. 
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As  a  final  note  with  regard  to  deeming,  there  is  a  difference 
in  the  treatment  of  an  SSI  applicant  depending  on  whether  income  is 
deemed  from  a  parent  or  spouse.     According  to  SSI,  if  a  spouse's  in- 
come is  deemed  to  an  SSI  applicant,  the  applicant  is  treated  as  a 
person  living  in  his/her  own  household.     However,  if  a  parent's  or 
parents'   income  is  deemed,  the  SSI  applicant  is  considered  to  be 
living  in  the  household  of  another.     These  rules  are  used  in  the  sim- 
ulation in  determining  eligibility  and  benefit  levels. 

3.4.5    Calculation  of  Spend-down  Eligibility 

In  determining  eligibility,  all  appropriate  disregards  were  ap- 
plied to  a  filing  unit's  yearly  income;  excess  assets  were  added;  and 
this  sum  was  tested  using  the  relevant  benefit  levels  shown  as  Exhibit 
2.     For  units  found  eligible  for  a  cash  assistance  program,   we  at- 
tributed to  them  potential  cash  assistance  equal  to  the  difference  be- 
tween their  countable  income  and  the  appropriate  benefit  level. 

For  a  filing  unit  meeting  the  categorical  requirements  but  having 
income  in  excess  of  the  allowable  levels,  a  fairly  straightforward 
method  was  used  to  determine  whether  or  not  the  case  would  be  success- 
ful at  spending  down.     In  determining  spend-down  eligibility,  we  added 
payments  made  by  public  aid,  Medicaid,  and  free  care  or  part-free  care 
clinics  to  out-of-pocket  expenses  to  find  the  total  medical  expenses 
not  covered  by  insurance-type  sources  for  the  filing  unit  during  the  year. 
We  had  no  choice  but  to  include  free  or  part-free  care  costs,  due  to 
the  grouping  of  public  aid,  Medicaid,  and  free  or  part-free  care  into 
a  single  payment  source  on  our  data  set.     If  a  unit's  medical  expenses 
then  were  equal  to  or  exceeded  the  difference  between  available  income 
and  the  appropriate  eligibility  level,  the  case  was  considered  to  be 
potentially  eligible  for  spend-down. 
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3.4.6    Determination  of  Eligibility  Type 

Two  additional  factors  were  important  in  the  determination  of 
eligibility  type  for  the  survey  group.     First  of  all,  certain  cate- 
gorical-relatedness  criteria  had  to  be  met;  for  example,  an  adult 
must  be  aged,  blind  or  disabled  or  have  dependent  children.  Secondly, 
the  ordering  or  hierarchy  for  eligibility  determination  had  to  be  es- 
tablished among  the  eight  types  of  Medicaid  eligibility.     Each  of 
these  is  discussed  below. 


Categorical  Relatedness 

SSI  requirements  that  a  person  be  aged  (sixty-five  years  or  older) 
to  qualify  for  assistance  of  course  presented  no  problems  for  eligibility 
determination  since  the  age  of  each  household  member  was  easily  obtained 
from  the  CHAS-NORC  data.     However,  SSI  eligibility  as  a  result  of  blind- 
ness could  not  be  determined  from  the  survey  data,  and  a  "proxy"  approach 
had  to  be  used  for  disability  determination. 

To  test  disability  for  each  survey  respondent,  a  calculation  was 
made  as  to  the  number  of  days  the  person  had  been  "disabled"1  during 
the  year.     If  any  household  member   (child  or  adult)  had  over  three 
hundred  days  of  disability  during  the  year,  that  person  was  assumed  to 
meet  the  disability  requirements  for  either  SSI  or  AFDC.     One  hundred 
twenty-two  days  of  disability  was  used  to  qualify  an  adult  for  AFDC  re- 
quirements with  regard  to  disability;  however,  one  hundred  twenty-two 
days  was  not  considered  adequate  for  SSI,  since  the  disability  provisions 
used  in  that  program  generally  imply  a  year  of  disability  as  necessary 
for  eligibility. 

Adults  are  not  eligible  for  AFDC  unless  they  have  dependent 
children.     Family  units  with  dependent  children  headed  by  one  parent 
do  not  have  to  meet  any  further  categorical  requirements;   for  two 
parent  filing  units,  one  of  the  adults  has  to  qualify  for  SSI  or 
meet  the  one  hundred  twenty-two  day  disability  requirement.  There 


1  . 

Disability  days  were  calculated  in  the  CKAS-NORC  survey  from  re- 
sponses of  adults  and  children  to  this  survey  question:     "As  a  result 
of  illness  or  injury,  approximately  how  many  days  in  all  of  1970 
you  kept  in  bed,  indoors,  or  away  from  your  usual  activities?" 


were 
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are  no  significant  restrictions  regarding  children  in  AFDC  eligibility 
requirements,  except  that  children  eighteen  or  over  not  in  school  can- 
not be  included  in  the  family  unit  in  the  eligibility  determination 
for  AFDC  cash  assistance.     However,  if  the  family  unit  is  determined 
eligible  for  cash,  any  dependent  children  over  eighteen  and  under 
twenty-one  in  the  home,  regardless  of  whether  they  are  in  schcol 
or  not,  are  eligible  for  Medicaid. 

Any  person  under  twenty-one  years  of  age  is  potentially  eligible 
for  MA-21  and  MA- 21  spend-down,  regardless  of  his/her  disability  status, 
or  the  disability  status  of  any  parents  involved.     Therefore,  families 
in  which  neither  of  the  parents  is  disabled  can  apply  for  MA-21  or 
MA-21  Spend-down  and  perhaps  have  their  children  become  eligible  for 
medical  assistance.     The  filing  unit  for  the  MA-21  programs  is  considered 
to  be  the  entire  family,  although  only  the  children  can  become  eligible. 
Since  the  protected  income  levels  are  the  same  for  AFDC  and  MA-21,  any 
family  qualifying  for  AFDC  would  never  be  tested  for  MA-21.  Persons 
under  twenty-one  living  on  their  own  can  also  qualify  for  the  MA-21  pro- 
grams.    Frequently,  parents  or  single  working  persons  under  twenty-one 
years  can  become  eligible. 

The  Ordering  of  Eligibility  Determination 

The  welfare  system  is  fairly  simple  for  families  or  individuals 
who  are  potentially  eligible  for  only  one  program.     For  SSI,  the  rules 
for  defining  categorical  eligibility  (i.e.,  blindness,  age  or  disabil- 
ity), determining  SSI  countable  income,  and  adding  deemed  income  from 
a  parent  or  spouse  are  straightforward.     Likewise,  if  one  ignores  all 
the  unusual  special  needs  additions  for  AFDC,  eligibility  determina- 
tion for  that  category  is  not  very  difficult.     However,  where  the  pro- 
grams overlap — where  a  family  is  potentially  eligible  for  both  SSI  and 
AFDC — the  situation  becomes  confused.     Therefore,  attention  had  to 
be  directed  in  the  model  development  to  the  hierarchy  of  eligibility 
determination  for  Medicaid. 
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In  testing  the  potential  eligibility  of  a  family  unit  or  indiv- 
idual for  welfare  and  medical  assistance,  the  first  approach  to  eligi- 
bility which  the  model  attempts  is  through  SSI  cash  assistance.  SSI 
is  tried  first  because  it  is  a  more  liberal  program  in  terms  of  the 
benefit  levels  for  cash  assistance,  and  the  eligibility  of  any  family 
member  for  SSI  will  be  beneficial  even  is  the  rest  of  the  family  only 
qualifies  for  AFDC. 

When  one  family  member  is  eligible  for  SSI,  all  eligibility  de- 
terminations for  the  rest  of  the  family  are  undertaken  completely 
disregarding  the  income  and  assets  of  the  SSI  recipient.     SSI  regu- 
lations stipulate  that  no  other  welfare  payments  may  be  reduced  be- 
cause of  SSI  benefits.     Thus,  a  family  of  four,  in  which  the  father 
is  disabled  and  on  SSI,  is  treated  as  an  SSI  single  person  living 
alone  and  a  three  person  AFDC  family  living  alone .     Because  neither 
SSI  nor  AFDC  payments  can  be  reduced  in  light  of  other  welfare  pay- 
ments, the  family  in  effect  is  paid  twice  for  housing.     Their  combined 
benefits  far  exceed  those  of  a  four  person  AFDC  case;  therefore,  this 
separate  treatment  of  SSI  eligible  persons  and  AFDC  eligible  persons 
makes  a  significant  difference.     This  procedure  is  also  advantageous 
if  the  head  of  household  qualifies  for  MA-SSI  or  MA-SSI  spend-down. 

Having  said  this,  there  is  an  exception.     Massachusetts'  laws 
stipulate  that  a  husband  is  responsible  for  the  support  of  his  wife, 
and  parents  are  responsible  for  the  support  of  their  minor  children. 
However,  a  wife  is  not  responsible  for  her  husband,  nor  are  children 
responsible  for  their  parents.     Given  this,  Massachusetts  official  in- 
dicated to  us  that  once  a  wife  is  determined  ineligible  for  SSI  cash 
assistance,  she  is  grouped  with  the  rest  of  the  family  in  determining 
any  medical  assistance  eligibility   (i.e. ,  it  is  not  attempted  to  make 
her  eligible  for  MA-SSI  or  MA-SSI  spend-down) .     The  logic  would  seem 
to  be  that  a  wife  cannot  be  considered  as  a  separate  case  from  the 
husband.     However,  still  another  welfare  department  employee  indicated 


The  family  is  always  better  off  because  two  cases  are  set  up,  each 
in  isolation  from  the  other.     As  a  result,  the  housing  allowances 
particularly  are  to  the  family's  benefit. 
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to  us  that  wives  can  be  individually  eligible  for  MA-SSI  and  MA-SSI 
spend-down ,  but  income  of  rest  of  the  family  in  excess  of  the  appropri- 
ate medical  assistance  level  for  the  family   (excluding  the  wife)  must 
be  deemed  to  her. 

Since  the  exact  procedures  are  unclear  and  in  the  interest  of 
simplifying  this  process,  we  chose  to  group  a  wife  or  child  with  the 
family  if  they  failed  individually  to  get  on  SSI  cash  assistance.  There 
fore,  husbands  go  through  all  the  SSI-related  eligibility  procedures 
before  being  grouped  with  the  rest  of  the  family,  while  wives  and 
children  only  attempt  SSI  cash  assistance  individually.  Afterwards 
they  are  grouped  with  the  family  and  tested  for  the  AFDC-related 
eligibility  approaches. 

Any  persons  under  twenty-one  years  of  age  who  are  not  otherwise 
eligible  for  welfare  or  Medicaid  are  potentially  eligible  for  Medicaid 
through  MA -21.     Although  there  are  several  complexities  to  the  MA-21 
eligibility  rules,  we  used  only  the  major  criteria.     In  determining 
eligibility,  all  persons  under  twenty-one  were  grouped  with  the  family 
(unless  they  qualified  for  SSI  cash  assistance) .     Those  families  with 
parents  over  twenty-one  not  qualifying  for  AFDC  are  always  tested  for 
MA-21.     Additionally,   any  person  under  twenty-one  living  on  his  own  is 
tested  for  MA-21,   if  SSI  eligibility  is  not  accomplished. 

Our  eligibility  simulation  exactly  matches,  then,  our  understanding 
of  the  most  logical  welfare  eligibility  process   (ignoring  persons  es- 
sential for  care) .     Although  an  applicant  has  the  right  to  apply  for  any 
program  he  chooses,  it  seemed  reasonable  to  establish  the  following  hier 
archy  for  eligibility  determination: 

(1)  determine  if  any  family  members  are  eligible  for 
any  SSI-related  program; 

(2)  determine  if  any  remaining  family  members  are 
eligible  for  any  AFDC-related  program; 

(3)  determine  if  remaining  family  members  are  eligible 
for  MA-21. 
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Within  each  of  the  groupings,  eligibility  is  tested  first  for 
cash  assistance  (categorically  needy) ,  then  medical  assistance  only 
(medically  needy  without  spending  down) ,  and  finally  medical  assis- 
tance only  by  spending-down .  The  exact  flow  chart  which  we  used  in 
simulating  the  eligibility  procedures  is  presented  in  the  following 
pages  as  Exhibit  3. 

3.5    Problems  in  Simulating  Eligibility 

There  are  six  data  related  problems  involved  with  our  analysis. 
Most  revolve  around  the  fact  that  the  data  set  has  only  yearly  in- 
come— not  monthly  income.     The  first  problem  is  that  we  may  under- 
estimate eligibility.     This  is  probably  not  a  very  serious  problem 
in  SSI  programs  where  turnover  is  low  or  in  medical  assistance  pro- 
grams where  eligibility  is  redetermined  every  six  months  at  best. 
But  in  the  case  of  potential  AFDC  recipients,  the  problem  is  serious 
because  few  recipients  remain  on  the  program  for  a  whole  year.  Many 
families  are  cash  recipients  for  part  of  the  year  but  earn  reasonable 
income  for  the  other  part  of  the  year.     Thus,  our  routine  significantly 
underestimates  the  potential  AFDC  population  since  many  families  whose 
income  dropped  below  the  poverty  line  for  several  months  might  have 
total  yearly  income  well  above  the  poverty  line  and  thus  be  listed  as 
not  eligible. 

A  related  problem  involves  assymetry  of  the  earned  income  disre- 
gards under  AFDC.     Disregards  apply  only  for  persons  currently  on  AFDC. 
Ideally,  we  should  identify  those  persons  who  were  on  AFDC  in  the  pre- 
vious period  and  only  employ  disregards  in  determining  continuing  eli- 
gibility of  these  persons.     Then  all  persons  found  eligible  for  AFDC 
(using  disregards  or  not)   should  have  the  disregards  applied  in  the 
calculation  of  their  benefits.     Unfortunately,,  we  are  in  effect  apply- 
ing Massachusetts  laws  to  a  sample  of  the  entire  U.S.  population  to 
determine  overall  trends.     Later  we  adjust  our  figures  to  correspond 
to  Massachusetts.       Since  benefit  levels  vary  widely  among  states, 
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knowing  that  a  person  was  or  was  not  on  welfare  in  his  state  does  not 
necessarily  imply  that  the  person  would  or  would  not  have  been  on  in 
Massachusetts.     The  point  is  moot,  however,  because  we  cannot  even 
identify  whether  persons  were  on  AFDC  the  previous  month  because  the 
1970  CHAS-NORC  Survey  contains  no  information  on  AFDC.     We  finally  de- 
cided to  simply  apply  the  disregards  to  all  families.     Although  we 
might  expect  this  technique  to  greatly  overestimate  the  number  of 
potentially  eligibles ,  when  one  remembers  that  our  income  data  is 
yearly  data,  such  a  conclusion  is  less  warranted.     Any  family  which 
has  yearly  income  below  the  poverty  line   (even  with  disregards)  un- 
doubtedly experienced  some  times  of  very  low  or  no  income.     At  such 
a  time  the  family  could  qualify  for  AFDC  and  the  income  disregard 
would  then  be  applied.     Of  course,  the  disregard  would  not  necessarily 
apply  to  all  income  of  the  year  and  the  family  might  earn  excess  in- 
come in  some  other  month,  but  still,  the  magnitude  of  the  overestimate 
probably  does  not  even  approach  the  underestimates  created  by  using 
yearly  rather  than  monthly  income. 

A  third  problem  is  the  treatment  of  medical  expenditures.  Spend- 
down  eligibility  is  determined  on  a  six  month  basis.     Most  high  medi- 
cal expenditures  are  incurred  over  a  relatively  short  period.  As- 
suming  that  expenses  are  incurred  over  the  entire  year  would  cause  us 
to  underestimate  the  potential  spend-down  population  because  many  per- 
sons who  might  have  sufficient  expenses  in  a  six-month  period  to  spend- 
down  their  six  months  excess  income  might  not  have  enough  to  spend  down 
their  yearly  excess  income.     For  this  reason,  we  have  treated  medical 
expenses  as  though  they  were  all  incurred  over  a  six  month  period. 

A  fourth  data-related  problem  once  again  involves  the  yearly 
nature  of  our  data.     To  calculate  eligibility  for  all  programs  other 
than  SSI,  net  income  is  required.     This  means  that  withholding  and 
other  work  "expenses"  must  be  deducted.     To  calculate  net  income  we 
used  the  1974  Federal  Graduated  Withholding  Tax  Tables  in  effect  Jan- 
uary 1,  1974.     We  used  the  annual  payroll  method  as  shown  below,  making 
the  required  $750  deduction  for  each  family  member. 
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ANNUAL  Payroll  Period 
(a)  SINGLE  parson — including  he3d  of  household:        I     (b)  MARRIED  p?rson — 


I 

//  the  amount  The  amount  ot  income  tax  1       If  the  amount  The  amount  of  income  tax 

of  wages  is:  to  be  withheld  shall  be: 

Not  over  §550  0 

Over —      But  not  over —  ot  excess  over- 

S550     —$2,050  14%  — $550 


of  wages  is:  to  be  withheld  shall  be: 

Not  over  S550  0 

Over- —      Bur  rot  over — .  of  excess  over— 

$550     — S1.800  14%  — S550 

51.800  —$3,800  $175.00  plus  18%    — $1,800 

$3,800  — 510,500  $535.00  plus  21%  —$3,800 


$2,050  — $8,700    .    $210.00  plus  16%    — $2,050 
58.700  — 510.750      $1,274.00  plus  20%  — $3,700 
$10,500—512.000      $1,942. 00plus23%  — 510,500  $10.750 — 516.850  .  .  51.634.00  plus  24% —$10,750 
$12.000 — $14,000      $2.237.00plus27%  — 512.000  516.850 — $2*250      $3. 143.00  plus  28%  —516.850 
$14,000—517,300      $2.827.00plus31%  — 514.000       i  521,250 — $25,250      54,380.00  p!us32 %  — 521,250 
517.300  53.850.00plus35%  — S17.300       j      525,250  $5,660.00  plus  36% —525.250 


Since  the  annual  tax  tables  assume  52  weeks  of  employment,  the 
method  probably  underestimates  total  deductions  for  persons  with 
part  year  employment.     This  results  from  the  graduated  nature  of  the 
tax.     Persons  who  earn  $100  a  week  for  six  months  and  nothing 
thereafter  have  more  tax  withheld  than  persons  who  earn  $50/week  all 
year  round.     For  travel  and  other  expenses  we  imposed  a  flat  $80 
per  month  deduction  or  $960  yearly.     This  figure  was  suggested  by 
eligibility  workers  in  the  Cambridge  Welfare  Office. 

The  fifth  data  problem  is  a  lack  of  assets  data.     Since  excess 
assets  are  not  an  uncommon  cause  of  applicant  rejection,  ignoring 
the  assets  test  would  be  serious.     We  decided  to  follow  a  method 
suggested  by  the  Urban  Institute  in  their  development  of  the  TRIM 
simulation  model.     Assuming  assets  yield  a  6%  rate  of  return,  we 
might  assume  that  an  individual  has  assets  of  $1,000  if  he  earns 
$60  in  rent,  interest,  and  dividend  income.     Thus  we  simply  performed 
the  assets  test  by  seeing  if  a  person's  rent,  interest,  and  dividend 
income  exceeded  6%  of  the  assets  level.     If  the  income  did  it  was 
assumed  that  each  dollar  of  excess  rent,  interest  and  dividend  income 
corresponded  to  17  dollars   (1/.06)   of  excess  assets.     Excess  assets 
were  then  added  to  countable  income  before  performing  any  income  tests 

The  final  data  problem  is  that  we  are  unable  to  identify  blind 
persons  in  our  sample.     Fortunately  blind  persons  represent  a  very 
small  part  of  the  SSI  eligible  population  and  their  omission  probably 
has  little  effect  on  the  results. 
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4,0     CREATING  THE  MASSACHUSETTS  ESTIMATES 


Using  the  techniques  described  in  the  previous  section  we  were 
able  to  simulate  eligibility   (using  Massachusetts  laws)   for  eight 
welfare  programs:     SSI  cash,  AFDC  cash,  MA-SSI,  MA-AFDC,  MA-21,  MA- 
SSI  Spend-down,  MA-AFDC  Spend - down ,   and  MA-21  Spend-down.     In  addition, 
we  calculated  predicted  welfare  dollars  and  Medicaid  dollars. 

In  the  discussion  which  follows  we  present  first  the  procedures 
involved  in  adjusting  the  CHAS-NORC  data  for  Massachusetts  after  the 
eligibility  simulation  was  performed.     Next  we  present  the  results  for 
Massachusetts ,  including  the  potentially  eligible  population  for  each 
type  of  eligibility.     Estimates  for  cash  assistance  and  Medicaid  ex- 
penditures in  Massachusetts  are  also  presented  which  reflect  program 
costs  if  everyone  potentially  eligible  was  in  fact  enrolled.     A  brief 
discussion  is  included  reviewing  the  results  of  applying  the  Massachu- 
setts standards  to  the  entire  country.     The  chapter  concludes  with  a 
discussion  of  the  problems  involved  in  our  predictions  and  our  conclu- 
sions regarding  their  usefulness. 

4 . 1    Adjusting  the  Data  Base  for  Massachusetts 

Some  steps  had  to  be  taken,  of  course,  to  adjust  the  CHAS-NORC 
data  for  Massachusetts.     Since  it  was  a  nationwide  survey,  an  assump- 
tion had  to  be  made  that  the  respondents  were  adequately  representative 
of  people  living  in  Massachusetts.     Because  the  CHAS-NORC  data  does  not 
contain  useful  geographic  information,  it  was  impossible  to  isolate 
those  respondents  exactly  representative  of  Massachusetts  residents. 
Therefore,  to  determine  potential  eligibility  in  Massachusetts,  we 
applied  the  state's  eligibility  criteria  to  the  entire  data  base  and 
then  adjusted  our  estimates  according  to  Massachusetts  population 
characteristics.     These  population  characteristics  were  obtained  from 
Mathematica,  as  we  will  discuss. 

After  simulating  eligibility  for  the  entire  country  using  Massa- 
chusetts laws,  it  is  a  conceptually  simple  matter  to  adjust  the  figures 
to  be  estimates  for  Massachusetts  only.     The  national  population  has  to 
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be  classified  by  some  relevant  sociodemographic  characteristics,  the 
relative  proportion  of  such  persons  who  fall  into  each  welfare  cate- 
gory has  to  be  calculated,  and  these  proportions  are  then  multiplied 
by  the  number  of  persons  in  Massachusetts  who  fall  into  the  relevant 
sociodemographic  cell.     Thus  if  we  know  there  were  10,000  persons  in 
single  parent  families  with  income  of  $7-8,000  in  Massachusetts  and 
if  we  know  from  our  simulation  that  5%  of  single  parent  families  with 
income  $7-8,000  get  on  MA-AFDC  spend-down   (using  Massachusetts  laws) , 
then  we  estimate  that  500  persons  from  this  category  are  potentially 
eligible  for  MA-AFDC  spend-down  in  Massachusetts.     We  do  this  process 
for  each  sociodemographic  class  of  persons  and  aggregate  them  to  create 
an  estimate  of  the  total  number  of  persons  potentially  eligible  for  each 
program  in  Massachusetts. 

In  mathematical  terms,  if  the  probability  that  a  person  from  class 
a   (where  a  represents  sociodemographic  characteristics)  will  be  in 
welfare  program  x  is  P(x|a)  and  if  the  number  of  persons  in  category 
a  is  n (a)  then  the  predicted  number  of  persons  eligible  for  pro- 
gram x  is  p(x|°0    "  n  (a)  .     Summing  over  all  a's  we  can  find  the 
total  number  of  persons  eligible  for  program  \. 

As  suggested  by  the  original  methodology,  we  chose  to  group 
people  by  potential  eligibility  and  income.     Mathematica  has  taken 
the  1970  Public  Use  Sample  and  adjusted  sample  weight  and  income 
amount  to  correspond  to  the  March  1973  Current  Population  Survey."1" 
Harold  Beebout  of  Mathematica  provided  us  with  a  table  which  had  the 
number  of  persons  in  each  of  21  income  groups  for  Massachusetts  by 
family  categorical  classification  as  below: 


This  work  was  done  under  SRS  contract  number  SRS-74-60. 
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NOTELIG:  Not   categorically  eligible 
SSIAGED:  Person  age  65  or  older 

SS1DISAB:  Person  identified  as  meeting  SSI  disability 
standards 

AFDCADLT :  Person  in  potential  AFDC  unit  due  to  parent 

in  potential  SSI  unit 
AFDCSP:  Person  in  potential  AFDC  unit  due  to  absence  of 

father  or  mother 
AFDCDISE:  Person  in  potential  AFDC  unit  due  to  short  term 

disability  of  parent 
AFDCUF:  Person  in  potential  AFDC  unit  due  to  father's 
unemployment 

AFDCCHLD:  Child  in  potential  AFDC  unit  where  both  parents 
are  absent 

Mathematica 1 s  table  presented  as  Exhibit  4  on  the  following  page 
shows  the  estimates  for  each  of  these  groups  for  Massachusetss .  It 
has  been  adjusted  for  1974  income  levels  but  no  population  adjustment 
was  made.     Thus  the  population  estimates  are  for  1973. 

The  category  AFDCUF  is  inappropriate  for  our  purposes  on  two 
counts.     First,  Mathematica  grouped  persons  into  that  category  if  the 
father  experienced  any  unemployment  at  all  during  the  year  and  did 
not  receive  unemployment  compensation.     Secondly,  we  were  unable  to 
determine  whether  a  father  in  our  sample  experienced  any  unemployment. 
For  this  reason,  we  grouped  this  category  with  the  "not  eligibles." 

Unfortunately  the  sample  size  for  the  Mathematica  tables  was 

quite  small  —  only  1513  records.     There  were  only  a  few  cases  found 

in  the  AFDCDISB  or  AFDCCHILD  categories.     We  decided  therefore  to 

group  these  few  persons  in  the  AFDCADLT  and  AFDCSP  categories  respec- 
tively.    Thus  we  had  five  categories: 

NOTELIG  &  AFDCUF 

SSIAGED 

SSIDISAB 

AFDCADLT  &  AFDCDISB 

AFDCSP  &  AFDCCHLD 
For  each  category  we  had  the  number  of  persons  in  twenty-one  income 
groups  for  the  state. 
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With  the  Mathematica  information  then,  the  entire  model  enccmpassed 
these  steps : 

1.  Adjust  CHAS-NORC  data  base  for  1974  and  divide  households 
into  families  and  filing  units; 

2.  Run  eligibility  simulation  on  CHAS-NORC  data  using 
Massachusetts  laws; 

3.  Break  CHAS-NORC  data  into  five  Mathematica  groupings; 

4.  Distribute  CHAS-NORC  data  from  five  groupings  across  eight 
types  of  Medicaid  eligibility  as  found  in  the  eligibility 
simulation   (Step  1) ;  and 

5.  Weight  CHAS-NORC  according  to  Massachusetts  population 
characteristics   (Mathematica* s  original  income  and  eligi- 
bility estimates  as  depicted  in  Exhibit  4) . 

Appendix  A  to  this  report  presents  the  computer  program  used  to  perform 
Steps  1  and  2 . 

4.2     The  Massachusetts  Results 

As  mentioned  earlier,  with  the  model  which  we  developed,   it  is 
possible  to  provide  a  great  deal  more  data  and  information  than  just 
a  simple  denominator  estimate.     We  can  estimate  all  eight  potential 
Medicaid  populations  as  well  as  expenditures  for  both  the  cash  and  medi- 
cal assistance  programs  by  major  eligibility  types,  although  it  should 
be  remembered  that  our  projections  exclude  persons  and  expenditures  for 
long-term  care.     We  have  not  included  in  this  report  an  analysis  of  all 
the  data  which  we  obtained  due  to  resource  constraints.     However,  we 
do  review  those  which  seem  to  us  to  be  of  greatest  significance  in  ana- 
lyzing Medicaid  eligibility.     Appendix  B  to  this  report  contains  all  the 
Massachusetts  estimates  as  well  as  the  various  outputs  which  were  devel- 
oped in  reaching  the  Massachusetts  numbers. 

Since  the  major  purpose  of  this  effort  was  to  identify  the  size 
of  the  potentially  eligible  spend-down  population,  we  will  address 
first  the  estimates  for  the  various  types  of  Medicaid  eligibility  in 
the  state.     As  discussed  earlier,  to  create  the  Massachusetts  tables 
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we  broke  our  national  sample  into  the  five  categories  above  in  the 
same  way  Mathematica  did.     For  each  category  we  determined  the  pro- 
portion of  persons  in  each  Medicaid-related  program  at  each  income 
level.     For  example,  some  92%  of  persons  in  families  of  income  $0-3,000 
classified  potentially  eligible  for  SSI  disability  actually  were  eligible 
for  SSI  cash  benefits.     Finally,  we  multiplied  the  number  of  persons  in 
each  income  class  and  category  by  the  proportion  of  persons  from  that 
income  and  category  cell  eligible  for  each  welfare  program.     We  aggre- 
gated over  cells  to  get  our  estimates. 

Tables  1-5  in   Appendix  B  show  the  Mathematica  groupings  applied 
to  the  CHAS-NORC  nationwide  data  base.     Population  estimates  for  the 
CHAS-NORC  respondents  are  presented  for  each  of  the  five  groups ,  and 
estimates  are  also  given  for  how  these  groupings  break  down  across  the 
types  of  Medicaid  eligibility. 

After  applying  the  Mathematica  groupings  to  the  nationwide  data 
base  and  establishing  the  exact  proportions  for  eligibility  type,  we 
adjusted  the  data  base  for  Massachusetts.     Tables  6-10  in   Appendix  B 
present  population  estimates  for  Massachusetts  by  the  five  Mathematica 
groupings  by  household  income  and  eligibility  type.     For  example, 
Table  7  shows  the  730,486  aged  persons  which  according  to  Mathematica 
were  potentially  eligible  for  SSI-related  programs  in  Massachusetts. 
By  looking  at  the  fourth  row  of  the  table,  we  see  that  of  those  with 
annual  incomes  $3,000  to  $4,000,  39,388  would  be  eligible  for  SSI 
cash;   2,914  would  qualify  as  MA-SSI  spend-downers ;   and  31,581  would 
not  be  eligible  for  any  Medicaid-related  program. 

Before  moving  to  the  estimates  which  we  projected  for  the  potentially 
eligible  Medicaid  population  in  Massachusetts,  we  should  briefly  review 
what  our  estimates  were  for  actual  enrollment  and  expenditures  in  the 
state's  Medicaid  program  during  1974.     Since  exact  figures  were  not  avail- 
able regarding  the  size  of  the  non-institutionalized  Medicaid  population 
in  general  or  the  spend-down  population  specifically,  estimates  had  to  be 
developed. 
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The  estimate  of  Massachusetts'  non-institutionalized  Medicaid 

population  was  made  using  gross  caseload  figures  supplied  by  the 

state1  along  with  the  results  of  our  sampling  procedures  for  the  state 

2 

conducted  in  conjunction  with  the  applicant/recipient  survey.       It  was 
necessary  to  use  data  from  the  survey  because  the  state  was  only  able 
to  supply  the  number  of  cases  eligible  for  Medicaid  at  the  end  of  the 
month  for  several  months  in  1974,  i.e.,  a  "snapshot"  of  the  total  case- 
load at  a  given  time.     Estimating  the  actual  number  of  persons  eligible 
in  1974  required  that  the  average  case  size  for  the  various  eligibility 
categories  be  ascertained  along  with  the  medical  assistance  only  and 
medical  assistance  spend-down  breakdowns  for  each  category. 

Since  the  survey  was  taken  only  in  three  cities  rather  than  the 
entire  state,  assumptions  had  to  be  made  about  the  rest  of  the  state's 
Medicaid  population.     The  most  reliable  assumption  was  that  the  average 
case  size  in  each  category  was  the  same  in  the  remainder  of  the  state  as 
in  the  surveyed  portion.     All  available  evidence,  including  that  provided 
by  the  state,  lends  credence  to  this  assumption. 

A  less  sure  assumption  was  that  the  medical  assistance  only/medical 
assistance  spend-down  breakdown  is  reasonably  constant  throughout  the 
state.     The  survey  results  showed  that  the  proportion  of  the  Medicaid 
population  in  the  spend-down  program  varied,  ranging  from  5.9%  (Boston) 
to  8.8%   (Springfield) .     In  making  the  estimates  it  was  assumed  that  the 
rest  of  the  state  was  more  like  Lynn  and  Springfield  than  Boston.  Con- 
sequently, the  estimated  spend-down  proportion  was  weighted  in  favor  of 
Lynn  and  Springfield.     This  percentage  figure  was  then  applied  to  the 
gross  Medicaid  caseload  figures  supplied  by  the  state  and  used  to  esti- 
mate the  total  number  of  spend-down  and  medical  assistance  only  cases  in 
the  state. 

One  factor  does  ameliorate  this  problem  somewhat.     Together  Boston, 
Lynn,  and  Springfield  contain  nearly  one-half  of  the  Medicaid  cases  in 
the  state.     Thus,  any  deviation  in  the  percentage  of  the  Medicaid 

^"Statistical  Supplement  to  the  Annual  Report — Fiscal  Year  1974, 
Massachusetts  Department  of  welfare,  Office  of  Research  and  Planning, 
and  in  telephone  conservations  with  the  Massachusetts  records  and 
statistics  office. 

2 

See  Volume  1  for  a  detailed  description  of  the  survey  methodology 
and  results . 
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population  in  the  spend-down  program  for  the  non-surveyed  part  of 
the  state  would  cause  error  only  in  about  50%  of  the  population.  Ef- 
fectively, this  halves  any  error  caused  by  incorrect  estimation  of 
the  spend-down  proportion.     Furthermore,  if  the  variation  found  in 
the  survey  is  only  random  noise  in  the  data,  i.e.,  there  is  no  system- 
atic pattern  to  the  deviation,  then  some  of  the  error  introduced  will 
be  self-cancelling,  providing  the  estimate  itself  is  not-  too  different 
from  the  true  value  for  the  spend-down  percentage. 

Given  these  considerations,  then,  we  estimated  that  in  1974  in 
Massachusetts  some  452,094  non-instutionalized  persons  were  enrolled 
in  Medicaid.     Of  these,  approximately  87,735  were  SSI  cash  recipients 
and  275,214  were  AFDC  cash  recipients;    89,145,  then,  were  in  the  medi- 
cally needy  caseload,  with  approximately    7.8%  of  the  medically  needy 
group,  or  6,953  persons,  being  spend-downers . 

At  last  we  are  ready  to  project  Massachusetts'  potentially  eligible 
Medicaid  population  for  1974.     Table  11  which  follows  this  page  shows 
these  projections  for  Massachusetts.     Some  154,684  non-institutionalized 
persons  were  potentially  eligible  for  spend-down  in  Massachusetts  during 
1974.     Of  these,   13,363  would  be  MA-SSI  spend-downers;   9,220  would  be 
MA-AFDC  spend-downers ;   and  132,101,  MA- 21  spend-downers. 

As  mentioned  above,  the  actual  number  of  non-institutionalized 
spend-down  persons  on  Medicaid  during  1974  we  estimate  to  have  been  6,953. 
This  puts  the  spend-down  participation  rate  at  approximately  4.5%.  It 
seems  safe  to  say  that  the  Medicaid  program  is  not  coming  anywhere  close 
to  reaching  the  spend-down  target  population,  particularly  with  regard 
to  the  MA- 21  group. 

The  total  potentially  eligible  Medicaid  population  in  the  state 
is  projected  to  have  been  1,3  59,796  for  1974.     In  actuality,  we  esti- 
mate 452,094  non-institutionalized  persons  to  have  been  Medicaid  re- 
cipients in  the  state  during  1974  which  means  the  overall  participation 
rate  for  Medicaid  is  something  like  39.0%.     Needless  to  say,  spend- 
downer  participation  is  low  in  comparison. 
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In  Massachusetts  spend-downers  represent  about  13.3%  of  the  po- 
tentially eligible  Medicaid  population   (cash  and  medical  assistance) 
with  MA-21's  accounting  for  most  of  the  cases.     In  actuality  spend- 
donwers  are  around  1.5%  of  the  entire  Medicaid  population  in  the  state. 

The  total  persons  listed  as  being  potentially  eligible  for  SSI 
and  AFDC  are  listed  as  362,814  and  279,572  respectively.     We  estimate 
the  1974  actual  figures  were  87,735  and  275,214.     We  think  our' esti- 
mates of  potential  AFDC  cash  recipients  may  be  lower  than  they 
should  be,  since  we  used  yearly  rather  than  monthly  income  data."*" 

Relatively  few  persons  were  classified  as  being  eligible  for  MA- 
SSI  or  MA- AFDC.     This  is  largely  due  to  the  negative  income  bands  be- 
tween cash  assistance  and  medical  assistance  which  exist  for  AFDC  ap- 
plicants with  mostly  earned  income  and  for  all  SSI  applicants.  Since 
the  SSI  and  AFDC  disregards  were  always  applied  in  determining  eligi- 
bility, few  persons  can  actually  meet  the  MA  income  test  without  first 
meeting  the  cash  assistance  test.     It  should  be  mentioned  that  for  the 
MA- AFDC  group,  some  persons  actually  eligible  for  MA- AFDC  were  undoubt- 
edly classed  in  the  AFDC  cash  category  because  the  deductions  were  in- 
correctly applied  to  all  persons  in  determining-  eligibility. 

The  largest  category  of  all  is  the  MA-21  group.     Some  460,234 
persons  under  the  age  of  twenty-one  in  Massachusetts  could  take  ad- 
vantage of  the  liberal  MA-21  program.     These  are  primarily  children 
in  the  two  parent  families  which  are  not  eligible  for  some  other  pro- 
gram.    The  magnitude  of  the  figure  suggests  that  this  group  has  po- 
tentially greater  health  care  needs  than  is  generally  recognized. 
It  also  suggests  that  covering  such  persons  could  be  very  costly. 

Returning  to  the  spend-down  groups,  we  see  that  2.7%  of  the  over- 
all population  might  take  advantage  of  the  spend-down  program.  Of 
these  the  sizeable  majority  are  MA-21  spend-downers.     These  are  two 
parent  families  of  higher  incomes   (over  50%  have  household  incomes  over 
$10,000)   in  which  one  or  more  persons  incur  heavy  medical  expenses. 


This  problem  was  discussed  in  Section  3.5   (page  34). 
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It  is  interesting  to  note  how  many  families  do  not  have  coverage. 
Forty  percent  of  persons  in  households  receiving  less  than  $1,000  in 
income  are  not  covered  under  any  of  the  Massachusetts  Medicaid  programs. 
These  are  persons  between  the  ages  of  twenty-one  and  sixty-four  with  no 
children.     The  percentage  of  persons  not  eligible  rises  almost  monoton- 
ically  as  household  income  rises.     Only  2%  of  persons  in  households 
where  total  income  exceeds  $20,000  are  eligible  for  any  Medicaid  program. 

As  mentioned  earlier,  the  model  also  enabled  us  to  estimate  total 
expenditures  for  Medicaid  and  welfare   (cash  assistance)  by  each  type  of 
eligibility  and  income  level.     To  make  these  estimates,  we  multiplied 
the  number  of  persons  in  each  income/welfare  cell  by  our  nationally 
simulated  average  dollars  of  welfare  or  Medicaid   (all  costs  which  would 
have  been  covered  by  Medicaid)    for  persons  in  that  cell.     It  is  impor- 
tant to  recognize  that  we  used  the  welfare  and  medical  costs  predicted 
by  the  national  simulation  using  our  model  with  Massachusetts  standards, 
not  actual  average  costs  as  calculated  by  the  State.  Consequently, 
our  estimates  for  Medicaid  expenses  reflect  what  health  care  expenses 
people  in  the  survey  actually  incurred,  not  what  their  patterns  of 
Medicaid  utilization  might  be  if  they  were  already  eligible. 

Table  12,  which  follows,  gives  the  total  possible  expenditures  on 
Medicaid  in  Massachusetts.     The  total  Massachusetts  Medicaid  bill  for 
1974  with  full  participation  is  predicted  to  be  over  $297  million  (with- 
out long-term  care)   for  which  the  spend-down  population  would  be  respon- 
sible for  just  under  one-third,  or  $96,931,000.     As  mentioned  above, 
spend-downers  are  approximately  thirteen  per  cent  of  the  potentially  eli- 
gible Medicaid  population  in  the  state,  yet  their  coverage  under  Medicaid 
presents  proportionally  a  much  greater  potential  expenditure  if  full 
participation  were  an  actuality. 

We  estimate  that  Medicaid  expenditures  in  Massachusetts  during 
1974  were  $270,000,000,  excluding  long-term  care.     (We  are  not  able 
to  say  at  this  point  the  portion  of  that  expenditure  for  which  the 
spend-down  population  is  responsible.)     At  first  we  were  concerned 
because  our  estimate  of  potential  Medicaid  expenditures  is  just  slightly 
more  than  the  actual  1974  Medicaid  costs,  even  though  we  show  only  a 
39.0%  participation  rate  for  the  state. 
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After  some  thought,  we  feel  sure  our  estimated  Medicaid  expendi- 
ture number  is  much  too  low,  for  a  couple  of  reasons.     First  of  all,  the 
model,  as  currently  developed,  is  better  for  estimating  the  number  of 
potentially  eligible  persons  than  it  is  for  estimating  expenditures. 
Our  estimations  of  expenditures  are  based  on  what  potentially  eligible 
persons  actually  spent  on  health  care.     Since  such  a  large  number  of 
the  potentially  eligible  were  not  on  Medicaid  and  had  very  low  incomes , 
their  health  care  expenditures  were  more  substantially  curtailed  than 
if  they  were  actually  on  Medicaid.     Health  care  needs  are  understand- 
ably secondary  and  avoided  when  available  income  is  barely  sufficient 
to  meet  basic  needs.     Therefore,  for  perhaps  three  fourths  of  the 
potential  Medicaid  population  we  are  projecting  for  Massachusetts, 
the  expenditure  figures  are  understated. 

A  second  reason  for  our  low  estimate  of  Medicaid  costs  is  related 
to  our  process  for  establishing  AFDC  eligibility.     As  discussed  at 
other  points  in  the  report,  we  cannot  capture  the  turnover  in  AFDC 
since  our  income  figures  are  yearly.     Consequently,  we  may  underpredict 
AFDC  eligibility  and  the  associated  Medicaid  expenditures.     When  we 
recognize  the.  fact  that  most  of  the  persons  classed  as  potentially  eli- 
gible in  1974  were  not  actually  on  Medicaid  in  1970  and  that  Medicaid 
has  grown  considerably  since  1970  so  that  many  more  persons  are  using 
Medicaid  coverage  than  were  in  1970,  the  results  seem  almost  awesome. 

In  spite  of  these  factors  tending  to  greatly  underestimate  the 
dollars  potentially  spent  on  Medicaid,  we  still  predict  dollars  in 
excess  of  the  true  amount  spent.     Should  all  persons  potentially 
eligible  in  Massachusetts  actually  enroll,  the  costs  might  increase 
enormously . 

Before  moving  from  the  discussion  of  projected  Medicaid  expendi- 
tures, there  is  an  important  sampling  problem  which  should  be  pointed 
out  since  it  dramatically  affects  the  expenditures  estimate.     There  is 
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one  family  in  the  CHAS-NORC  survey  weighted  to  correspond  to  about 
2,000  persons  in  Massachusetts   (60,000  in  the  national  survey)  which 
incurred  health  expenses  of  about  $25,000  during  the  year's  period. 
Thus  one  family  alone  accounts  for  nearly  $50  million  in  health  (and 
Medicaid)  expenditures  for  the  state.     This  family  consisting  of  five 
persons  had  an  adjusted  income  of  $14,000  and  is  listed  as  eligible 
for  MA-21  spend-down.      (The  actual  bill  was,  in  fact,  paid  by  Medicaid.) 
The  weights  were  assigned  in  a  theoretically  proper  method.  Likewise, 
the  sample  was  drawn  scientifically.     It  is  entirely  possible  that 
2,000  persons  eligible  for  MA-21  Spend-down  in  Massachusetts  incurred 
expenses  in  the  amount  of  approximately  $25,000  each.     For  these  reasons 
the  family  was  not  omitted.     However,  it  should  be  realized  that  the 
predicted  dollars  is  seriously  affected  by  this  observation. 

Including  the  observation  yields  some  remarkable  results.  Spend™ 
downers  comprise  nearly  33%  of  the  total  Medicaid  dollars.       If  the 
questionable  observation  is  omitted,  the  percentage  falls  to  19%. 
MA-21 's  and  MA-21  spend-downers  make  up  39%  of  the  Medicaid  budget,  26% 
with  the  observation  omitted.     These  figures  again  point  to  the  con- 
clusion that  the  MA-21  program  is  potentially  extremely  expensive. 

Our  projections  of  the  annual  cost  to  Massachusetts  for  welfare 
if  the  potentially  eligible  population  were  in  fact  enrolled  is  pre- 
sented in  Table  13,  which  follows  this  page.     We  estimate  $559.1  million 
for  SSI  cash  and  $237.8  million  for  AFDC,   for  a  total  of  $796.9  million 
on  welfare  payments.     These  estimates  are  based  on  the  actual  difference 
between  available  income  and  the  appropriate  benefit  levels  for  each 
survey  respondent.     We  did  not  use  the  Massachusetts  average  expenditure 
per  recipient. 

In  actuality,  Massachiisetts  spend  $425.2  million  on  public  assis- 
tance in  fiscal  year  1974,  with  $101.8  for  SSI  and     $323.4  for  AFDC.1 
Our  estimate  was  high  by  a  factor  of  five  for  SSI  cash,  and  we  consider- 
ably underestimated  AFDC.     Again,  we  acknowledge  the  inadequacies  of 
the  model  in  projecting  expenditures,  particularly  for  AFDC.     We  are 

'''This  includes  State  and  Federal  expenditures  as  reported  in 
Massachusetts  Department  of  Public  Welfare  Statistical  Supplement 
in  the  Annual  Report  Fiscal  Year  1974. 
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not  able  to  capture  the  turnover  in  AFDC  because  of  the  yearly  nature 
of  our  data;   furthermore,  we  could  not  figure  all  the  special  needs 
allowances  which  the  state  uses   (especially  rental  exceptions). 

4. 3    National  Estimates 

Since  we  had  to  apply  the  Massachusetts  standards  to  the  nation- 
wide data  base  before  we  could  adjust  the  estimates  to  the  state  level, 
it  seems  worthwhile  to  briefly  review  those  intermediate  output  reports. 
If  the  entire  country  were  using  Massachusetts  standards  for  Medicaid 
eligibility,  the  potentially  eligible  population  and  Medicaid  expendi- 
tures are  dramatically  different  from  the  actual  picture  in  1974. 

Table  14  which  follows  shows  the  number  of  persons  potentially  eli- 
gible for  Medicaid  nationwide  by  eligibility  type  and  level  of  income, 
assuming  Massachusetts  standards.     Again,  our  estimates  only  apply  to 
non-institutionalized  persons.     An  estimated  40.8  million  persons,  or 
19.4%  of  the  total  population,  could  be  eligible  for  some  program  if 
Massachusetts'   liberal  benefit  structure  was  applied  nationwide.  Of 
these,  10.393  million  are  potential  SSI  cash  recipients,  and  14.354 
million  are  potential  AFDC  cash  recipients. 

In  fact,  in  1974  only  some  4  million  persons  received  SSI  benefits, 
and  this  includes  those  who  were  in  institutions.     The  difference  might 
be  explained  in  two  ways.     First,  the  SSI  program  only  came  into  effect 
in  January  of  1974.     Second,  Massachusetts  benefit  levels  are  far  more 
liberal  than  any  other  state's. 

The  actual  average  monthly  AFDC  figure  was  10.84  million  persons  in 
1974. ^    Although  the  predicted  number  of  recipients  is  higher  than  the 
true  number,  the  difference  is  far  smaller  than  expected,  particularly 
since  Massachusetts  has  rather  liberal  benefits.     Undoubtedly  the  fact 
that  yearly  rather  than  monthly  income  data  was  used  accounts  for  the 
low  prediction. 


Appendix  to  the  Budget  of  the  United  States  Government  for  FY  1975, 
p.  454. 
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The  total  population   (including  those  institutionalized)  enrolled 
for  Medicaid  in  1974  was  about  21.1  million  persons."*"     Table  14  pro- 
jects the  eligible  non-institutionalized  population  to  be  40.8  million 
persons,  if  Massachusetts  standards  were  utilized  nationwide. 

Table  15  shows  the  estimated  total  medical  care  dollars  which 
would  be  covered  by  Medicaid  if  all  the  potentially  eligible  non-in- 
stitutionalized persons  had  been  covered  in  1974.     It  is  important  to 
recognize  that  this  is  an  after-the-fact  prediction.     Most  persons  were 
not  actually  on  Medicaid  and  thus  kept  their  health  expenditures  within 
their  budget  constraints.     If  these  persons  had  in  fact  been  eligible 
in  1974,  their  expenditures  would  most  certainly  have  been  far  greater. 
Table  15  shows  a  total  of  $9,968  billion  dollars  of  possible  expendi- 
tures by  Medicaid  on  non-institutionalized  recipients.     The  true  1974 

2 

fxgure  was  about  $6.5  billion     (for  non-institutionalized  care).  The 
numbers  suggest  that  there  still  is  a  large  potential  increase  in  Medi- 
caid costs — with  more  liberal  eligibility — particularly  since  the  $9.9 
billion  estimate  is  probably  very  low. 

Table   18  gives  similar  information  for  potential  cash  payments. 

The  total  dollars  of  benefits  predicted  is  $15.6  billion  for  SSI  and 

3 

11  billion  for  AFDC.     The  true  figures  were  $5.2  billion  and 
4 

$7.99  billion     (calendar  year). 


Medicaid  Trend  Data,  FY1966-1976,  DHEW/SRS/MSA/DPPE ,  August 

1975. 

2Ibid. 

3 

SSA  and  SSI  Basic  Program  Charts,   DHEV7,  July  1975. 

4 

Funds  by  Source  Expended  for  Public  Assistance  Payments, 
DHEW/SRS  Office  of  Financial  Management,   Division  of  Finance, 
(SRS)  76-04022. 
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4.4  Conclusions 


The  model  we  presented  opens  exciting  areas  for  research.  How- 
ever, many  adjustments  must  be  made  if  it  is  to  serve  as  a  really 
useful  policy  evaluation  tool. 

First,  a  data  set  ought  to  be  used  which  has  current   (last  week's) 
income.     This  additional  information  would  correct  most  of  the 
model's  current  deficiencies.     We  believe  the  model  presently  pre- 
dicts potential  eligibility  for  all  categories  but  AFDC  fairly 
accurately.     In  the  AFDC  category  the  high  turnover  and  assymetrical 
income  deductions  make  the  results  tenuous.     With  a  figure  for 
weekly  income  one  could  produce  reasonable  AFDC  figures. 

Second,  in  predicting  potential  Medicaid  expenditures,  we  should 
not  simply  determine  total  expenditures  previously  made  by  potentially 
eligible  persons,  because  these  persons  faced  a  serious  budget  constraint. 
One  should  instead  multiply  by  the  experience  of  similar  persons  cur- 
rently enrolled  in  Medicaid. 

Third,  a  data  set  ought  to  be  used  which  breaks  households  into 
families   (like  the  Current  Population  Survey)  and  breaks  out  amount 
of  unearned  income  by  source* 

Fourth,  more  sophisticated  methods  ought  to  be  used  in  aging  the 

data. 

We  believe  the  technique  we  outlined  holds  great  promise  for 
policy  research.     The  simulation  model  does  not  predict  actual  usage 
of  any  system  but  it  does  predict  possible  usage.     It  is  the  sort  of 
model  which  can  determine  the  eligibility  effects  of  installing  new 
programs   (MA-21) ,  raising  or  lowering  benefit  levels,  etc.     Most  im- 
portantly, since  both  the  cash  and  medical  assistance  programs  are 
linked     in  the  model,  it  can  show  how  changes  in  one  system  affect  eli- 
gibility for  another. 

A  more  careful  and  detailed  analysis  could  possibly  bring  to  light 
many  interesting  patterns  since  the  data  base  used  provides  extensive 
sociodemographic  characteristics  for  the  survey  population.  Medicaid 
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coverage  under  present  requirements  could  be  assessed  in  terms  of 
rural/urban  residence,  racial  distribution,  age,  sex,  education,  as 
well  as  by  income  source   (particularly  earned  vs .  unearned) . 

In  our  opinion,  the  greatest  potential  for  the  model  is  in  its 
relative  simplicity  and  easy  adaptability  for  an  individual  state 
situation.     It  is  obviously  a  useful  planning  and  policy  tool  to  be 
able  to  estimate  the  potentially  eligible  population  for  each  of  the 
programs  so  that  adequacy  of  program  impact  can  be  assessed.  Simi- 
larly, establishing  the  upper  limit  for  the  potential  recipient  pop- 
ulation enables  us,  with  some  additional  refinements,  to  project 
possible  program  expenditures--a  subject  of  growing  concern. 
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APPENDIX  A 


COMPUTER  PROGRAM  FOR  SIMULATION  OF 
MEDICAID  ELIGIBILITY  USING  MASSACHUSETTS 
STANDARDS  APPLIED  TO  CHAS-NORC  DATA  BASE 
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